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BRITISH ASPECTS OF UNEMPLOYMENT 


The purpose of this paper is to show some aspects of the 
problem of unemployment in the light of British experience. 
This country has proceeded to a considerable degree of organiza- 
tion as regards insurance and the labor-exchange system; in these 
respects it goes farther than any other nation, and its results are 
therefore of special interest. As regards attempts to regularize 
work, there is not such clear evidence of results; but our posi- 
tion may with advantage be reviewed. These are the main lines 
of remedy. In respect of prevention, gradual work has been and 
is being done from many points of attack. The health of the 
industrial system as a whole is here involved, depending on such 
influences as education, industrial peace, and such amendments 
of the industrial system itself as make for good relationships. 
One general line of division is clear; prevention will be developed 
slowly, but distress cannot wait; we must underpin with remedial 
measures that are properly adequate and, taking these as a posi- 
tion to stand on, inquire how much better we can do. The cost 
of adequate remedies will itself compel us to look beyond remedies; 
not the financial cost only, but the cost in terms of waste of work 
and skill. 
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Insurance is the largest aspect of remedy. We must start 
by making it good and then seeing how far we can devise means 
to lessen the liability. For a time at least it will be the chief 
stand-by. We look toa time when labor will be, on the strength 
either of the nation’s resources as a whole, or on that of par- 
ticular industries, the strength implying the utmost economy 
with which our resources can be organized; meanwhile it must 
be carried even on weakness, and too much reliance on insurance 
has itself elements of further weakness. 


II 


Insurance is based on the fact of fluctuation. This is a differ- 
ent fact from irregularity of employment. There would be 
irregularity if the employment chart took a dip, then returned 
for a time to average, then dipped again, then averaged, then 
rose, averaged, rose again, dipped, and so on in any order and 
degree. It is because, on the contrary, there is fluctuation that 
unemployment is insurable. The average is a ‘‘good”’ average, 
and there is oscillation about it. The fact of fluctuation, good 
and bad times alternating, indicates that they arise out of each 
other; otherwise there would merely be irregularity. That is 
important also from the point of view of prevention, but vital 
to insurance. 

The average of unemployment in this country, reckoned over 
the sixty years before the war, was slightly over 4 per cent. This 
was based on certain trade-union returns, as to which there was 
admittedly some doubt whether they were an adequate measure 
of the whole field. The Act of 1920 was actuarially based on 
them in a “corrected” form, and the working of that act gives 
some indication of their former accuracy, since direct comparison 
is now possible between the trade union and the public figures. 
It now appears that, as a general average, the trade-union figure 
was not far wrong; for 1920 the monthly average of the trade- 
union figures is 15.3 and of the public figures 14; but the latter 
are given as an underestimate through administrative causes 
during two of the months. If our average can be taken as about 
4 per cent, this means that, out of twelve million insured persons, 
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slightly under half a million will be normally unemployed. Our 
average is not comparable with that of other countries, which 
define the fact of unemployment differently. 

Four per cent might be regarded as an insurable quantity, 
without too heavy a burden on industry. But it does not repre- 
sent the whole burden, since short time has to be included; this 
averaged 5 per cent of persons in 1921, under the public scheme, 
an addition of one-third. For various reasons the proper addi- 
tion to unemployment can hardly be calculated, and it is best to 
leave the figures as they are. It is dangerous also to use words 
which imply that the burden, if insurable in amount, does not 
represent a grave position; the safest word is that it is manageable. 

The British Act of 1920 is the most thorough scheme in the 
world of insurance against unemployment, although it has come 
under criticism in several ways. The Poor Law Report of 1909 
is the beginning of the modern treatment and study of the 
question. That report was on the whole favorable to the method 
of public subsidy to trade-union funds; general and compulsory 
insurance did not at the time seem practicable. It is, however, 
on the latter lines that the government has proceeded, so that 
the British method is very distinct from the continental. The 
idea in 1909 was that a “‘sentiment of solidarity”” was a necessary 
condition of contributory insurance, and that the system could 
not be wider than the sentiment; hence the trade-union subsidy 
idea. But working-class solidarity has developed very rapidly 
before and since the war; and the sharing of the burden by a 
flat rate on all workmen has not itself been a cause of strain, 
though the liability to unemployment has a variation between 
1 and 10 per cent as between different industries. In any case, 
the field had to be covered; subventions to trade unions would 
not have covered it; something as comprehensive as the health- 
insurance plan was aimed at in these days of Mr. Lloyd George’s 
social policy. It could not all be done at once; there had first 
to be labor exchanges, and that system had to reach a point of 
development such that public insurance would be safe against 
abuse. The Exchanges Act was passed in 1909, and insurance 
began for some industries in 1911. It became general in 1920, 
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the act being very eclectic both in what it embodied and in 
what, as the result of the working of the earlier acts, it omitted. 

Unemployment insurance is totally different from health 
insurance in its analysis and working. But, of course, there 
is not the same difference between a mere public /iability for 
sickness or unemployment. It has been suggested that insur- 
ance might have been made “free,” after the plan of education, 
the ground of this suggestion being economy and simplicity of 
working, since the present system of stamps and cards and 
twelve million separate accounts is certainly complicated. 
“Free”? insurance would simply be a charge on taxation, 
national and local, according to the needs of the year. It is 
not really insurance at all. The final incidence of its cost might 
not be very different from that of general insurance. It would 
give the state a very real interest in keeping industrial peace, 
to protect the taxpayer against the resulting unemployment 
charges. But it is felt that preventive work on unemployment 
will be more successful if it is more devolved on industries; the 
government is not near enough for all the details. And the 
mere public maintenance, subject of course to the labor-exchange 
test, of the unemployed does least to create a feeling of industrial 
responsibility for the evil. In the absence of actuarial insurance, 
too, the public liability would be greatest and the taxation 
heaviest just at the times when the national income was suffer- 
ing most through trade depression. 

“Free insurance” is based on simplicity of working, but 
another form of proposal has come from those who favor the 
application to unemployment of the ‘“‘industrial principle.” 
This is much more than the subsidy of Trade-union funds. The 
industry is to be the unit, with all its grades and varieties of 
labor included; a vertical slice is to be cut from top to bottom, 
and that will lie across any trade-union lines of organization. 
The industrial idea has become very prominent in England since 
the war; there is a distinct movement, for example, toward the 
guild idea for labor, toward amalgamation of unions, and toward 
councils of industries, under the Whitley scheme. Unemploy- 
ment insurance is now one of the most commonly discussed 
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phases of the “‘industrial idea.” The development has been in 
some ways a curious one. It has been made a criticism of the 
present act by leading employers that industries are far more 
capable than the state of administering insurance, and that they 
would prefer not to be interfered with. There is an obvious 
reply from history. There has been nothing to prevent any 
industry, during the last fifty years, from making proper arrange- 
ments to insure or maintain its own unemployed; industrial 
leaders have had a free field if they liked. But the fact is that 
they did not do it. It was left to the trade unions to do what 
they could. The state has, in the 1920 act, proceeded in default 
of the industries themselves; and it is now too late to turn on 
the government and ask, “‘Why were we not left alone?” They 
were left alone long enough, and nothing was done. A late 
repentance is better than none, and insurance by industries is 
being made a rival scheme to the Act, which of course was made 
bankrupt by the post-war depression, and has had to be sub- 
sidized. But the act was necessary in 1920, and the rival 
proposal will need considerable thinking out. 

New machinery has certainly been devised whereby the 
administration of insurance, industry by industry, would be 
facilitated. For unorganized industries, the second Trade 
Boards Act of 1918 established boards whose function is not 
defined solely by reference to wage rates; they are intended also 
to be welfare bodies in a wide sense, and any matter concerning 
the industry can be referred to them. There are now sixty-three 
of these boards, and considerable grouping of those in allied trades 
is likely, in view of the recent Report of the Cave Committee. For 
organized industries, the Joint Industrial (or ‘‘ Whitley”) Coun- 
cils have an equally wide reference, on a voluntary, instead of a 
statutory, basis; of these there are about sixty, the cotton 
industry being the most notable exception. There has been a 
tendency to confine the work of these bodies to wage negotiations, 
and if they could take up insurance they would have a function 
which would make for common instead of divided interests. 
The report of a committee of the Council of the Building Industry 
has become well known (the Foster report) for its bold scheme 
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of organization of employment. But this is exceptional. Trade 
boards and industrial councils are mainly wage committees, but 
exist as possible machinery for the application of the “‘industrial 
idea” to insurance against unemployment, as well as to preven- 
tive organization. Different industries might go on different 
lines, and improved schemes might develop by rivalry. 

The problem of insurance on the basis of each industry for 
itself is in the first place one of definition. How is member- 
ship, e.g., of the cotton industry, to be defined for insurance 
purposes? Is a cotton operative one who does something or one 
who makes something? In the former case the definition is 
based on the machinery and processes; in the latter on the 
material which enters into the product. In either case there 
are most serious difficulties, even apart from questions of move- 
ment between industries, and transfer values. Definition by 
process will certainly break down; what, for example, of the 
engineers in the various industries? Definition by product can 
be illustrated by reference to the wool-textile industry, since it 
overlaps cotton, silk, carpets, hosiery, bleaching and dyeing, 
blankets, and waste. Insurance schemes cannot develop faster 
than the organization of industry itself allows. Of course, it 
may seem absurd to be defeated by definitions, but it is not 
really the definitions, it is the facts behind them. In the last 
resort there might simply be registration of firms, so as to 
bring the doubtful cases under one industry or another as regards 
final product. Then what of mobility? A mobile worker might 
by forced definitions be defined as to his industry while he is 
employed; to which industry is he to be allotted when unem- 
ployed? The industrial organism does not allow of compart- 
mental treatment; the overlap, both vertical and horizontal, 
between industries is very great. Of course, there is the fact 
that somehow this matter of definition has already been got over; 
witness the Whitley councils and trade boards for industries. 
But anyone who sits on a trade board knows the amount of time 
that has to be given to questions of ‘‘scope”’ or demarcation; 
and a large part of the “industry” in the wide sense does not 
come under the board. That is, the group of persons who are 
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subject to the same risks of employment is divided between a 
number of boards. Distribution and clerical work have to be 
taken separately; the auxiliary labor, like the firemen and 
engineers, is in another picture altogether. 

There are, in fact, three factors to take account of, in consider- 
ing insurance on the industrial basis—wage rates, unemployment 
rates, and degree of organization. These fall together very 
differently. In engineering, the first and the last are favorable, 
the second is unfavorable; in cotton, all are favorable—yet it 
is the most marked absentee from the list of Whitley councils. 
In wool, the second is favorable, the others are becoming less 
unfavorable. But the degree of organization which is sufficient 
to define a Whitley council is not sufficient to define the scope 
of an insurance scheme. 

The second problem would be the variation of the unemploy- 
ment rate, which is from 1 to 10 per cent. While there is such 
a variation the more fortunate industries will of course prefer 
to have schemes of their own, and the less fortunate will prefer 
public schemes. In other words, what is called ‘“‘carrying the 
burden of your own unemployed” may only mean evading a 
due share of the national burden. 

The various aspects of this question were discussed by the 
Labour Exchanges Committee of 1920, which had before it a 
proposal gradually to give up exchanges and put insurance on 
the industries.‘ All the witnesses—official, ex-official and 
unofficial—with only one exception, thought that the future of 
insurance was on the industrial plan; but it was a future too 
distant to influence policy at present. 

It must be clear that in any case the state cannot escape an 
ultimate liability, whatever be the immediate plan of insurance. 
The scheme of a particular industry may break down, or there 
may be gaps to fill in between schemes. Something on a public 
basis must then be in the background. All this seems to show 
that the plans of separate industries can best be instituted on the 
basis of a general plan, of which they are modifications in special 
cases; the general plan standing ready to reinsure the schemes 


* The Geddes Economy Committee has raised the question anew. 
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which lapse and to insure some general handling of the problem. 
We must remember, too, that the rates of unemployment for 
separate industries are known only in a very provisional way as 
yet; a great correction had to be made on the rates estimated 
in the 1911 act, as the result of experience of its operation. By 
the time we are ready with confident knowledge, derived from 
the working of the general Act of 1920, the industries may be 
ready with organization that will be adequate in strength and 
definiteness to special schemes for themselves. 

The Act of 1920 might be read as being based on some such 
idea. It is, as has been said, eclectic; it allows some scope for 
a number of ideas, within the scope of a general plan. It insures 
the worker as such, without reference to his industry, at a flat 
rate of contribution (different of course for women and juve- 
niles), contributed mainly by the worker and the employer. 
The state gives a direct subsidy and also bears the cost of the 
labor exchanges and the system of appeals. No doubt flat 
rates tend to keep the contribution, and therefore the benefit, 
down to what the weaker industries can bear; and the benefit, 
never more than a pound a week for men, is held by labor to be 
quite inadequate at the post-war level of prices. It has been 
proposed, on high authority, that a percentage on the wage 
bill would give elasticity and enable an adequate family benefit 
to be paid; in this way also periods of boom would make a better 
contribution to periods of depression. But the problem of 
adequate benefit is bound up with that of labor-exchange policy. 
Large benefit is safe only if the exchanges can be sure that there 
is no malingering; and that means that they must be notified 
of all vacancies. It is not worth malingering for small benefits. 
Employers would have to submit to compulsory notification; 
this can be no hardship, as compared with their own plan of 
insurance by industries, in the administration of which they would 
themselves insist on compiete notification. The exchange which 
cannot offer a job must pay benefit; therein lies the problem 
of adequate benefit. 

The act makes allowances for three variations from the public 
scheme: In the first place, trade unions may themselves admin- 
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ister the scheme, in conjunction with their own benefits, and 
reclaim the amount of the public benefit. This does not dispense 
with the use of public exchanges, where unemployment books 
must be lodged, and where “vacant books” may be, and to a 
great extent are, kept for signature. Considerable use has been 
made of this scheme, but the depression is tending to bring the 
payment back to the public scheme, to save costs of administra- 
tion. Secondly, it is permissible for an industry to contract out 
of the general scheme, provided it pays a higher rate of benefit 
on a scheme of its own, and receives a smaller subsidy per 
insured person from the state. The act was actuarially based on 
the assumption that about one-third of insured persons would be 
so contracted out, in industries with low rates of unemployment, 
adequate wages, and adequate organization. As this assumption 
has been made, the general scheme would not be weakened if 
they acted on it; if they do not act on it, the general scheme 
is so much the stronger. Very little use was made of this pro- 
vision; only one special scheme, to my knowledge, was approved. 
Problems of definition and of organization were the most serious 
obstacles. The idea of special schemes was that scope would 
be given for the reduction of unemployment by preventive 
measures, such as decasualization and reduction of labor turn- 
over, by an administration that would be close to the conditions 
of each industry. But so far as this consideration goes, the 
industries which need it most are rather those with high than 
those with low unemployment rates; and of course these will 
not contract out unless they receive a higher subsidy, instead of 
a lower one, from public funds. The whole of this section of 
the act is now in suspense, until we are clear of the deficits 
created by the present abnormal conditions. But thirdly, 
there is another provision which has been somewhat over- 
looked in discussions of the act—that for supplementary 
schemes. An industry can remain on the general scheme up to 
the amount of the standard contribution and benefit, while 
combining this with a further scheme entirely financed by itself; 
the point of this section being that, if the minister approves 
such a supplementary scheme, it becomes binding on the whole 
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industry. It will be seen, therefore, that those who care for 
the principle of ‘‘each industry looking after its own unemploy- 
ment” have plenty of room for their activities and can develop 
their own systems with the state supporting them up to a certain 
point. The act can answer most of its critics on main issues. 
But the controversy between the public and the industrial 
idea of insurance can be followed to a further result, which bears 
on the use to be made of the funds accumulated. Public benefit 
is paid on an absolute condition of unemployment, and of course 
that is wasteful, if there is any way of using such funds to keep 
industry going. It was proposed long ago that, in times of 
depression, the state should subsidize wages, so as to enable 
employers to cost on a lower basis and follow the market. It is 
doubtful if under public supervision this could be done; the 
danger of abuse would be too great. A firm can do this by 
accumulating a fund to draw on in bad times; an industry 
might do it, converting unemployment funds into wage equaliza- 
tion funds, the wage rates being plastic and the balance drawn 
from this reserve. Of course, this would apply to new contracts 
only (not to running contracts), or to the making of stock, up 
to so many hours a week. If we can thus get something back 
for the expenditure of the funds the next boom will rise less 
rapidly. We now have idle men receiving grants, whose work 
might help to prevent the next rush of overtime and high values. 
Industries working out their own plans might be able, through 
their own close and expert supervision, to turn unemployment 
pay into something better. At the time of writing, just 50 cents 
a week is being paid in contributions for each employed man, 
to give a benefit of $3.50 for himself, $1.25 for his wife, and 


25 cents for each child. 


ill 
The second aspect of British experience relates to the working 
of labor exchanges. The chief source of information is the Report 
of the Committee of 1920, of which I was a member. The British 
system, established in 1909 through the work of Sir W. Beve- 
ridge, became the most complete in the world. Every town of 
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any size has its exchange, with branch offices in the villages. 
Mobility of labor was the great idea of that time, based largely, 
perhaps too largely, on a study of conditions at the docks. Men 
can move from one dock to another without changing their 
homes; on a national scale the problem is not so simple. Of 
course, the exchanges were only part of a larger plan, but they 
were the pivotal idea; a good deal of the subsequent criticism 
and unpopularity of the exchanges was the result of failure to 
carry out other parts of the plan, especially that part which was 
to deal with the surplus which the working of exchanges would 
reveal. While ‘maintenance and training” of that surplus is 
undeveloped, it remains on the books of the exchanges, and in 
many ways this impedes their function. The exchanges will 
have to bear the burden of this unpopularity till they can refer 
a man who has been long unemployed to some means of better- 
ing his industrial skill and status. This is the function of the 
proposed Unemployment Committees of Local Authorities, of 
which more later. 

The mobility theory needs no restatement, but it is a wider 
idea than place mobility. Unemployment is due to misfits, as 
regards places, times, or occupations; not enough work in this 
place, or time, or occupation, and more than enough in that 
place, or time, or occupation. Mobility is a general remedy, 
whether it is the labor or the work that is moved to secure a 
better fit. The British government, it was stated at the Wash- 
ington Conference, arranges some of its contracts so as to place 
them where there is most need for employment; here the work 
is moved to the workers. The arrangement, to be discussed 
later, for putting public work in hand at the times when trade is 
slack is simply the time mobility of work; it can be carried out 
only so far as contracts are not bound to a certain time, that is, 
are not urgent. Occupational mobility is, for some kinds of 
labor, the most difficult problem of all. Apart from good mobil- 
ity, surpluses collect at places, times, or in occupations; there is 
a general unity in the theory. But many employers who believe 
in the time mobility of contracts, especially public ones, have 
not been very willing to assist the place mobility of labor by 
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supporting the exchanges. The insurance act has made the 
use of exchanges compulsory on workmen if they wish to draw 
benefit, but not on employers, even for casual engagements. 
Before the Act of 1920 the exchanges were estimated to receive 
annually about three million registrations by workpeople and 
about 13 million notifications of vacancies by employers; and 
they filled about one million jobs per annum. A quarter of the 
total placings were women for domestic service. No statistical 
details existed for measuring the proportion of all placings which 
took place through exchanges, but it was estimated that in 
insured trades it might be a third. These figures may seem to 
be far below the expectations on which exchanges were started; 
but of course it was always intended to work exchanges in con- 
junction with insurance, and it is only now that the exchanges 
can fulfil their entire function. The theory of the exchange, 
however, is not becoming simply that of an insurance office; 
it remains essential, even for insurance, that employers should 
notify their vacancies; but also on the original idea of work- 
finding, when insurance runs at only fifteen shillings a week. 
A sense of responsibility by employers is the great thing to obtain, 
and it cannot be said that this has been generally obtained; it 
was pointed out by Lord Askwith in evidence that the existence 
of exchanges (and presumably now of general insurance) might 
lessen the sense of responsibility on the assumption that there 


































was national provision. 

There are some special points in the exchanges system to 
which attention may be drawn, in the light of our evidence. 
First, the important question of their function during trade 
disputes. The rule has been that an exchange must inform an 
applicant of a vacancy, even if there is a dispute; but it is also 
to inform him of the existence of the dispute. This operation 
has of course been carefully watched by labor interests, which 
would prefer the stronger policy of refusing to notify vacancies 
in places where there is a dispute. The 1920 Committee recom- 
mended that during a dispute the use of exchanges be barred to 
both sides. ‘This recommendation, from which I dissented, 
seems liable to prejudice the position of exchange officials, since 
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some disputes are partial or unauthorized, and they cannot be 
expected to take the responsibility of deciding whether a par- 
ticular dispute is to be regarded as official. Secondly, there is 
a question of wage rates. At present our exchanges are bound 
to enforce all legal rates, such as those fixed by trade boards; 
and they are supposed to be informed of standard rates in their 
own district and elsewhere. Should standard rates be enforced ? 
That is, should the exchanges system refuse to notify a vacancy 
to an applicant if the wages offered are below standard? It was 
agreed by the Committee that they should do so but only on 
the authority of the minister of labor, if he is advised that the 
rates were agreed to by bodies properly representative of organ- 
ized labor and capital. This would practically put in force the 
suggestion of the Committee of 1912 of the first Industrial 
Council, that properly representative wage agreements should 
be made legally binding on the entire industry. These two 
proposals were to meet some labor claims; it is not yet certain 
that they will be adopted. 

From the side of employers it was held that the exchanges did 
not send good workmen, and, in general, that they were not 
efficient. All systems of labor exchanges, the use of which is 
not compulsory on employers, will have to face this objection 
for an obvious reason. If employers, by such other methods as 
advertisement, application to trade-union offices, or direct 
engagement, first exhaust the market of its best men, they can- 
not thereafter get anything more than the second best, to 
whatever agency they apply. And as many of them (or their 
foremen) go to the exchange in the last resort, of course the 
exchanges cannot often then do much for them. Many 
employers have no idea how their labor is engaged; they appear 
quite indifferent, and the exchanges have to work against that. 
Many of them are critical, but uninformed. 

But some further organization of Exchange work is necessary, 
especially with a view to specialization. This is one of the main 
results of our experience. It will be remembered that the 
Report of 1909 on the Poor Laws and Relief of Distress kept its 
severest criticism for the system of the ‘general mixed work- 
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house,” and that specialized treatment of poverty was a main 
idea of its proposals. But the labor exchange, which it regarded 
as fundamental, turned out to be a “general mixed Labor 
Exchange,” which on this ground was unpopular with higher 
grades of labor and also suffered in efficiency. The craft spirit 
of the skilled men did not like exchanges where general laborers 
hung round in working clothes; they wanted privacy, specialized 
sections or counters, or even special exchanges. These objec- 
tions were forcible, and will probably be removed in reorganiza- 
tion. It may be a good thing, in certain areas where there are a 
number of exchanges, to specialize one of them to the needs of 
a predominant industry; this was done in London with marked 
success for the building trade, which became a model of effi- 
ciency, because employers and employed regarded it as their 
own affair, and co-operated to make it a success. Where 
exchanges cannot be specialized, departments or counters may 
be. This would be after the plan of Berlin, but we should need 
a good many of them in the industrial north of England. The 
other aspect of specialization is with reference to the staff. Our 
experience shows that the placing of men in vacancies is not 
clerks’ work but requires higher faculties; it is proposed to create 
a class of registrars to mark the importance of their work. These 
officials should be able to receive promotion without movement 
from the district with whose industries and conditions they have 
become familiar; it was a great defect that, as soon as an official 
became skilful, he was apt to go to a new district by promotion, 
all his previous knowledge of certain industries going for little 
or nothing in his new location. Again officials should be given 
constant opportunity of visiting local works; they must see the 
kinds of work done in each great firm, and know the right kind 
of fitter to send if A. B. rings up for a fitter. 

Another aspect of a good system of exchanges is their rela- 
tion to local interests, especially to the municipalities. The 
British system is a national one, while many foreign systems 
are only municipal. But the exchanges are not in the position 
of, for example, post-offices; they require the active interest and 
support of local opinion. Perhaps they would obtain this more 
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fully if they were municipal; but we have definitely gone on 
the national plan. Our exchanges are supervised by joint local 
employment committees composed equally of representatives of 
employers and workers, which rendered great service during the 
war; but, with the return to ordinary conditions, these com- 
mittees have not enough to do, since they cannot appoint or 
discipline the staff. They can be consulted as regards policy, 
but there is little that they can do, so their interest declines. 
But a proper handling of unemployment depends on local inter- 
est and responsibility. An unemployment committee of the 
municipal council would create a new interest; this is now indi- 
cated as the future line of advance. The local status of the 
exchanges needs to be improved by more direct association with 
local administration. 

I do not think the recent agitations to get rid of the exchanges 
in the interests of national economy will succeed. That part 
of the argument concerning unemployment which led to their 
establishment is still very imperfectly understood. It is not 
exchanges which have failed; the failure is to devise the further 
steps for dealing with the unemployed whom exchanges cannot 
place. The worst cases run out of insurance benefits, and then 
there is only the hated Poor Law. The provision of work or 
of training is the next question. 


IV 


There is a much repeated proposal that public authorities 
should so average their work as to speed it up in times of depres- 
sion and go more slowly in good times. The Washington 
Conference re-emphasized this proposal, which has been indorsed 
by a succession of commissions and committees since 1909. The 
Development Act of 1910, Section 18, contains an explicit recom- 
mendation to this effect. This section applies specially to such 
schemes as afforestation, reclamation and drainage of land, con- 
struction and improvement of harbors, and of inland navigation, 
development of roads, and ‘“‘any other purposes calculated to 
promote the economic development of the United Kingdom.” 
This is a national application of a proposal which has usually 
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been stressed in its local applications. It is the dominant pro- 
posal for prevention of unemployment as set forth, for example, 
in the Prevention of Unemployment Bill brought in by the 
Labor Party in February, 1921. It is based, as explained above, 
on the time mobility of at least some part of public work. There 
is friction here, as in the case of place mobility of work or labor; 
the question is to what degree contracts are movable in time, 
and whether the part of public work which is thus mobile is 
sufficient in amount to be a makeweight for the conditions of 
private industry. “Sufficiency” is here not an easy thing to 
measure; provision of work is cumulative, acting through the 
purchasing power of those employed, and so bringing others into 
employment. It must be sufficient to start or keep the engine 
running. 

As the reports to the Washington Conference show, very 
little has been done to carry out this plan; yet it keeps being 
repeated. If it is administratively unpractical, the sooner we 
know this the better. There is lack of evidence on the subject 
from the public authorities themselves. A Treasury Committee 
was appointed in 1914 to consider it, but was dissolved by the 
war. The officials of a great municipality, whom I consulted 
with regard to it, were plainly skeptical. The fact that so 
little has been done in this way all this time does not show that, 
for example under the push of a labor government, much may 
not be done in future. But there are strong labor interests 
already in many municipalities, yet the scheme hangs fire. 
Inaction may imply administrative difficulties, and some of 
these are obvious. 

Of course, what is in view is not only the putting in hand of 
work when unemployment /as become great; useful as that is, 
the larger idea is the deliberate reservation of work, until such 
time as unemployment becomes great. It is a refusal to employ 
at one time in order to employ at another time. That is what 
creates the administrative problem. 

It is clear that effect will not be given to such a policy, so 
far as local authorities are concerned, unless there is some body 
with a more permanent commission than the Distress com- 
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mittees. Hence the committee appointed in 1918 to consider 
the future application of the remedies proposed in 1909 recom- 
mends that a ‘‘ Prevention of Unemployment and Training Com- 
mittee” should be appointed by county and county borough 
councils, one of whose functions should be to procure “‘so far as 
practicable, and subject to service requirements and due econ- 
omy, such a rearrangement of the Council’s works and services 
as to regularise the local demand for labour.” On the same 
lines, the Committee of the Industrial Conference of 1919 sug- 
gested that ‘“‘much more effective action could be taken if all 
orders for particular classes of commodities were dealt with by 
one government department. It would further be an advantage 
that all Government contracting should be supervised by one 
authority.” 

It is not proposed that public and especially local authorities 
should gather round them a body of employees who would be 
busy when the general labor market was dull and would stand 
off, or look for other work, when the general market was brisk. 
That would create an economic friction which might increase 
unemployment; it is the chief objection to purely distress 
measures that they create a fringe of underemployment which 
waits for municipal jobs in this way. Public contracts for cloth- 
ing, printing, stationery, constructional materials, etc., would 
be given to private industry, which would thereby be supported 
in dull periods; and it follows that the effect of the policy would 
be felt, not only by unskilled labor, but by labor in general. 

It must also be remembered that the statistician’s attitude 
to this question is different from the administrator’s. It may 
be possible to show, looking back on recent. fluctuations, that if 
so much work had been postponed at one time and put in hand 
at another time, the fluctuation would have been less. But the 
administrator who has contracts to get done does not know when 
the next depression will be; he knows that his contracts are 
always getting more urgent. For example, the Corporation of 
Manchester is the largest employer in the north of England; 
22,000 workpeople are engaged on its services. This regular 
work is not capable of variation inversely as the market for 
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private industry; on the contrary, it partakes itself of the sea- 
sonal fluctuations which affect private employment. Its 
“irregular” work, to use the term of the Poor Law Commis- 
sioners, consists of such things as extensions of plant, repairs, 
building of schools, making of roads. But these have a relation 
to the growth of the city and of private industry. The holding 
back of a new gas plant in a great city may increase unemploy- 
ment, if industry cannot get proper gas facilities; the building 
of such a plant takes time and has to be planned to be ready by 
a certain time. The administrator, with hundreds of com- 
plaints a day" of insufficient pressure, is not very well able to 
delay completion by deliberate postponement to a period of 
unemployment whose exact arrival is uncertain. It is open to 
question whether the best way to regularize industry is to inter- 
rupt deliberately the supply of those public services which are 
most essential to development and therefore to the general level 
of employment. Just because this is the sphere of demand which 
can be controlled, it does not follow that it is the sphere which 
it is most expedient to control. These objections do not apply 
in the same way to the allocation of contracts for supplies for 
the regular services of an authority. 

To take an example. Suppose that a new harbor is required. 
If its construction is held back until there is serious unemploy- 
ment, then a demand is created at that time for constructional 
labor. If it had been put in hand at once, then when the same 
depression arrived there would have been a greater demand for 
the operating labor of dockers, stevedores, and so on; even, that 
is to say, when the fact of depression is allowed for. Its delay 
might be a cause of hastening the depression, if trade went 
elsewhere. It is no use intensifying a depression and then 
filling it in. The question is one of the urgency of the contract 
in relation to the future of employment as a whole. 

A kind of compromise is now frequent between mere relief 
works and the policy of definite reservation of contracts. Public 
authorities, when a depression has arrived, set themselves to 
anticipate their needs in the way of construction, and to put in 


* As shown in the evidence for the Manchester (General Powers) Bill of 1921. 
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hand certain works in advance.” It may be safe enough to get 
some things done sooner than necessary, though they will carry 
loan charges longer and may stand idle for some time when 
carried out, as is the case with some roads which have thus been 
anticipated. But if nothing has been reserved, there may be 
nothing suitable to do; if there is anything in regularization, a 
scratch policy like this is a second-best, which may become 
dangerously similar to relief works. 

Some further points may be considered as regards the policy 
as a whole. It has been objected that, when public authorities 
borrow in order to carry out schemes of work, they merely take 
capital which private industry might have taken, and do not 
really increase employment. It is obvious that this objection 
could be urged against any borrower of capital, since he prevents 
someone else from borrowing the capital and employing the 
labor which he borrows or employs. Or it might be urged that 
the variation of the rate of interest would itself be an automatic 
balancing force, since it falls lower as trade is worse; but while 
private industry has te recover from its losses, so that the adjust- 
ment is slow, public au chorities have not the same losses to cover 
and can enter the market at any time when capital is cheap or 
cheapening. The whole point is prevention, not merely remedy. 

But how is there a net increase in employment? The public 
authority takes away some employment when trade is good and 
creates some when trade is worse; but an unemployed man is 
an unemployed man, whether he is only one.of a thousand or 
one of ten. There is, however, the chance that unemployment 
will be better distributed; overtime will be lessened in the good 
period, and in the worse period the chance is increased of short 
time as against dismissal. Further, every diminution of the dif- 
ference in employment between good and bad times increases the 
possibility of organizing the labor market; since even if it 
increases the fringe of chronic unemployment, as well as the 
amount of permanent employment, it clarifies and defines the 
size of the problem which is to be dealt with by other means. 

2 The Trade Facilities Act of 1921 givesa government guaranty for the payment 
of the principal or interest of loans contracted for such purposes, for a limited period. 
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Instead of so many ‘‘ins and outs,’”’ where half-employment on 
low wages is their curse, it defines so many “outs,” for whom 
the remedy is either (@) maintenance while they are trained to 
a skill which will induce industry to make them regular “ins” 
or give them a greater wage reserve in unemployment, or (0) 
emigration. 

There may indeed be some reaction on the sense of responsi- 
bility among private employers, if this remedy is thought to be 
capable of more than is the fact. Private industry ought not 
to be induced to think that in the boom it can work all the over- 
time it likes, make all the money it can, and discard on to public 
authorities the effects of this in the bad times which follow. A 
strong sense of responsibility among employers generally is the 
most desirable thing to create; and advocacy of public schemes 
should be qualified by the caution that, both as regards amount 
and as regards the feasibility of delay in allocating contracts, 
we do not know how far they will carry us. 

V 

We come now to the last aspect of the treatment which must 
be applied if the disease of unemployment is to be continuously 
dealt with. If industry is made more regular in time, the 
chance of employment is permanently increased for some workers 
but permanently lowered for others; and this effect is enhanced 
if industry is also equalized as between one place and another. 
It is believed to be better that industry should by these means 
sweat off its useless tissue. But something must be done for 
those whose chances are lessened, perhaps almost to nothing; 
otherwise it may be open to doubt if regularization does more 
good than harm. What is done for them should be done on 
behalf of industry itself, so that the surplus of labor as it exists 
under irregular conditions may be returnable to industry as a 
means of its regular expansion. This is the most difficult part 
of the treatment of unemployment, and the most vaguely out- 
lined at present. Decasualization by itself intensifies the 
distress of some workpeople, if nothing more is done. It is not 
a solution to throw some persons almost out of industry on to 
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pure maintenance. There is no percentage of the people, short 
of 100, which is the limit that industry can keep on its pay-roll; 
but it requires the different grades of labor in the right propor- 
tions, and its expansion in terms of employment may be limited 
by an excess of one grade. There is no excess of the world’s 
supply of labor; invention is always finding new commodities 
and new industries; the aim is to find an organization of labor 
which will bring every person’s demand for goods up to the value 
of his supply of goods, and to equate these values at the highest 
level possible. The whole treatment of unemployment is sub- 
ject to this aim; it must correct faults whose result is to lower 
both supply and demand power. ‘The tendency of regularization 
is to ascertain the extent of the fault, to define the (at present) 
unusable surplus; but how is it to be made usable? 

The Washington Conference does not deal with this problem. 
A good deal of light is thrown on it by the history of the study 
of poverty, which has several times been brought right up 
against it. 

Mill says practically nothing about unemployment. He 
thought that good and bad trade would result simply in an 
increase or decrease of general wage rates. His “‘remedies for 
low wages”’ therefore represent what now, under the régime of 
standard rates, are remedies for unemployment. He proposed 
two things: first, poverty must by a drastic step be extinguished 
for a whole generation; second, educational measures must pre- 
vent its recurrence. He was obsessed by a special idea of what 
education should teach the working classes, namely a limitation 
of their numbers; but his argument is in form the beginning of 
the study of the surplus. He proposed to clear off the surplus 
by colonization, placing them on the land at home or abroad, at 
adequate wages. The standard of living being thus raised for 
everyone, education was to maintain it. His plan was not 
thought out, but the idea that surplus labor was to be “colonized” 
persisted for a long time. 

t There is, in fact, no demand for “labor”; there are many demands for many 


specific kinds of labor. 
2 Principles, Book II, chap. xiii. 
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In his great work on poverty Mr. Charles Booth showed up 
what came later to be called the ‘stagnant pools” of surplus 
labor. He found that, in London, there was about 8 per cent 
of the people whose labor, under existing organization, was 
worse than useless. If it were entirely swept out of existence 
there would be a net gain to the state. This was the always 
underemployed casual labor of no trade, which stood round the 
fringe of industry, whose presence prevented the proper organ- 
ization of other grades, since it mixed itself up with the general 
labor which is necessary for all trades, dipped into their work 
for a few days a week, hung round relief funds, and did not desire 
regular employment even if offered. This is the “competition 
of the very poor” to which he ascribed a great deal of the “‘pov- 
erty of the poor.” His remedy also was a form of colonization 
at home, where this class would support themselves under state 
regulation, thereby making employment more regular for general 
labor, and better paid for all labor. He agreed with Mill that 
the scheme must be thorough and considerable.’ 

The analysis of Beveridge and the Reports of the Poor Law 
Commissioners carried the argument farther by showing, as 
already explained, that imperfect regularization of work tended 
to create such surpluses in all industries; obvious in the case 
of dock labor, since all the unemployed congregated in one 
place, but less obvious in other industries where the unemployed 
stayed at home. Skilled men are insurable; but the less skilled 
part of the surplus will suffer long periods of unemployment, and 
for them especially the Poor Law Commissioners recommended 
establishments for training and maintenance, with a view to re- 
entry into industry on a higher qualification. 

The Committee of 1918 carried this a step farther. A number 
of objections may be offered to the segregation of the surplus in 
institutions. If these institutions were themselves industrial, 
as on Mr. Booth’s plan, it was objected that they would only 
compete by their products with the general market, and create 
some more unemployment; which might happen if their com- 
petition were concentrated on some single product. The more 


« “ Poverty Series,” Vol. I, chap. vi; cf. his evidence in Cd. 365. 








BRITISH ASPECTS OF UNEMPLOYMENT 747 


serious objection is unwillingness to enter a public institution, 
where they would be segregated as the unemployed. To over- 
come this it is now proposed simply that training should be 
available for persons shown at the exchanges to be at any time 
surplus, and that this training should be given in institutions 
“‘open to, and in fact used by, other classes of the community.” 
That is to say, they would be dealt with by the method of tech- 
nical instruction. Those who refuse to accept these opportunities 
would be sent to detention colonies. The administration of the 
training would be in the hands of the proposed ‘Prevention of 
Unemployment and Training Committee” of the local authority. 
The local employment committee of the exchanges would pre- 
sumably refer to this committee persons who had been on the 
register for some duration of time, or who had exhausted insur- 
ance benefit. The Insurance Act of 1920 can in fact make accept- 
ance of some training a condition of benefit. 

The Committee emphasizes the point that such training 
should be free from any element of deterrence. Neither, how- 
ever, should it act the other way, by giving a positive advantage 
to the unemployed, namely the training for a better job, whereby 
they might re-enter industry on better terms than some of those 
who had not been thrown out of low-skilled work. A man 
might be willing to give up his job in order to train for a better 
one, but he would not then rank as unemployed. This consider- 
ation would have to be allowed for. The administrative side 
of the problem as it affects institutions for training has presum- 
ably been foreseen, as the report is signed by educational repre- 
sentatives. The whole amount of unemployment to be dealt 
with in this way is, of course, only part of what the index at any 
time covers. A minimum of 2 per cent has been more than once 
estimated officially to cover those who at any moment are chang- 
ing their jobs; it is the surplus over these short-term cases that 
has to be dealt with. Either they have run out of benefit or, 
being still entitled to the benefit, exchange it for the condition 
of maintenance under training. The personnel would be under 
constant change, according to the demand for men from the 
exchanges. Older men or failures in training will have a better 
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chance of unskilled work if other and younger men are trained 
into skilled workers. 

Some conclusion of this kind is in fact forced. Simple relief, 
or Poor Law maintenance, is not a solution, because industry 
is not limited in its use for labor, if it is available in the proper 
forms. Neither, it is agreed, do relief works solve anything; 
on the contrary, they tend to make the casual life more tolerable, 
by a crude form of dovetailing public work in bad times. There 
remains emigration, in regard to which any such heroic scheme 
as Mill’s could not be considered; it would be the last bank- 
ruptcy of our social organization if we had simply to deport our 
unemployed. There is a normal movement of emigrants, but 
distress is not its only cause, and it affects employment like any 
other form of mobility; but the present rates and problem of 
unemployment coexist with it. Subsidized emigration, even if 
other countries would accept our unskilled (their conditions are 
always becoming more strict),' might only increase our immi- 
grants in times of good trade. There remains some form of 
land settlement at home, either for the complete removal of 
some labor from city congestion by permanent settlement, or, 
as in Belgium, as a reserve occupation for city workers. The 
planning of city growth might allow for this; but it is not an 
unskilled occupation, and it would come within the scope of a 
scheme of maintenance and training to fit the men of the proper 
temperament for re-entry into industry by this door. In general, 
it is a large query whether England is now a country suited for 
‘“‘home colonization’; we have not the spaces of America, or 
the diversity of products. 

This part of the whole scheme bears an obvious relation to 
the proper regulation of the entrance of juveniles into industry. 
It is easier for a skilled worker to keep a job or to be trained for 
another job. The raising of the school-leaving age and the 
development of continued education are the preventive aspects 
of what for adults is the problem of restoration to industry. 
In their case the technical school is taking the place of apprentice- 
ship; but the full enforcement of the new Education Act is 


* See Washington Conference, Report, II, 66-77. 
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urgent, if a large amount of preventable unemployment is to be 
prevented. It is more urgent as a matter of mere economy, if 
the state intends in future to accept the recommendation of 
maintenance of adults under training. The addition of non- 
vocational education for juveniles up to a later age tends to open 
to their aspiration and competition other than the manual grades 
of industry. But faith in this entire idea is a most difficult 
thing to create. It requires that industry will itself march with 
educational preparation by the extension of opportunity to share 
in the government of industry. This reacts on the belief in 
education, and education will in turn react upon it. The study 
of unemployment will in the end overlap that of the system of 
employment. But this is too large an issue to develop here. 
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ENGLISH AGRICULTURE SINCE 1914. II 


A survey of English agriculture made soon after the Armistice 
would have revealed a condition of affairs in many ways very 
different from that which obtained on the eve of the war. In 
1918 the arable area in England alone was greater by some 
1,102,000 acres than it had been in 1913—an increase of more than 
103 per cent. In England and Wales together the increase 
amounted to about 1,340,000 acres, and in 1918 the area under 
wheat was greater by 51 per cent, and that under oats greater 
by 323 per cent, than the average of the ten years 1904-13. 
The total head of cattle was greater than before the war, but 
the numbers of sheep and pigs had declined. As regards the 
position of the various classes of the agricultural community 
mathematical indices of change are naturally hard to come by, 
but a general impression may perhaps be trusted to reveal the 
more important facts. The landlords at the time of the Armistice 
were already suffering from the failure of rents to advance in 
proportion to the general change in price levels, and sales of 
agricultural land were increasing. The Report of a committee 
appointed by the Agricultural Wages Board, which is dated 
March 5, 1919, speaks of “‘the large quantity of land which is 
coming into the market owing to the break up of estates” and 
mentions the fact that ‘occupiers have in many cases purchased 
their farms.’* A reflection of this process may no doubt be 
seen in the increased acreage of land returned as occupied by 
owners. The official tables, which are concerned only with 
land under crops and grass and exclude mountain and heath 
land, show that, whereas in 1913 the total area occupied by 
owners in England and Wales was 2,890,559 acres, on June 4, 
1919, it amounted to 3,296,452 acres—an increase of 14 per cent.” 

To describe the position of the farmers is a less simple task. 
They had made money during the war, and those who were 

* See Cmd. 76, p. 11. 2 See Cd. 7325, p. 99; Cmd. 680, p. 41. 
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previously encumbered by debt were enabled to pay off their 
overdrafts and probably had capital to spare. The National 
Farmers’ Union was rapidly increasing its membership and the 
farmers’ leaders were taking an increasing interest in broad ques- 
tions of agricultural policy. The fact that many farmers were 
buying their farms ‘‘at prices at which the interest on capital 
represents a higher rent than that which they were previously 
paying’’* seemed to indicate confidence in the future prosperity 
of the industry. On the other hand, land sales made the posi- 
tion of the tenant farmer insecure; and it might be argued that 
it was insecurity of tenure which harassed tenants into buying 
their farms rather than that they were encouraged by confidence 
in the future. Again, though prices remained remunerative, the 
system of maximum prices prevented the full advantage of the 
world’s cereal markets from being obtained, and doubt was felt 
as to the continuance of high prices, especially as the falling 
scale of guaranteed prices under the Corn Production Act tended 
to create an impression that expert opinion anticipated a slump.? 
The difficulty of obtaining labor during the latter months of the 
war, the vexatious intricacy of governmental regulations, the 
fact that rules and requirements necessarily varied almost from 
day to day, the upward movement of the minimum wage rates 
and the movement for shorter hours of work were all factors 

t See Cmd. 76, p. 11. 

2Lord Ernle says: “‘The price paid for wheat to home-producers was some- 
times less by two-fifths than that paid for foreign bread-stuffs. Every quarter 
grown at home reduced the expenditure abroad, and the burden of the taxpayer 
was relieved, at the expense of the British farmer, by a sum which in the years 
1917-20 exceeded £30,000,000.” See Journal of the Royal Agricultural Society of 
England, LXXXII (1921), 13-14. Lord Erle speaks of the burden of the tax- 
payer, not of the consumer, because the price of bread was kept artificially low by 
a subsidy. As regards the psychological effect of the falling scale of guaranties 
the Majority Report of the Royal Commission on Agriculture—a report which is 
dated December 10, 1919—says: “The existing feeling of uncertainty as to the 
cause of future prices of cereals seems also to some extent to have been fostered by 
the reduction in the prices guaranteed in Part I of the Corn Production Act from 
60/— per imperial quarter for wheat in 1917 to 45/— in 1922, which appears to have 
given rise in some quarters to the supposition that official opinion was opposed to 
the view that prices of cereals would continue to range high for a considerable 


period.” See Cmd. 473, p. 6, § 17. The guaranty for wheat, which had been 
55/— in 1918 and 1919, was to fall to 45/— for the years 1920, 1921, and 1922. 
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which disquieted the farming community. At the same time 
one of the most obvious features of the agricultural situation 
after the Armistice was the need for considerable expenditure 
upon the land to make good the neglect of hedging and ditching 
and of general maintenance operations, which the desperate 
shortage of labor had made inevitable, as well as to clean land, 
which, largely for the same reason, had got into a very filthy 
condition. It would be very hard of course to strike a balance 
between the solid gains which the farmer had made and the 
difficulties which he experienced, or again between the hopes and 
uncertainties which he felt as regards the future; but it may 
perhaps be taken as a sign of caution that in the autumn of 1918 
the area planted with wheat in England and Wales was less by 
218,813 acres than that similarly treated in the autumn of the 
preceding year. 

For the laborers the future seemed full of hope. In the 
Agricultural Wages Board they had obtained a powerful instru- 
ment for the amelioration of their lot, and already wages were 
higher and hours of work reduced. The actual advance in wage 
rates throughout the country had hardly as yet done more than 
keep pace with the increase in the cost of living; but the improve- 
ment had been greater than the average in the districts of espe- 
cially low wages, and though part of the obvious increase in 
prosperity was probably due to the income derived by many 
laboring families from non-agricultural sources, such as military 
separation allowances or the employment of some members of 
the family in connection with aerodromes or munition works, the 
existence of the Wages Board was a safeguard for the future." 
The weekly half-holiday soon became an accomplished fact and 
this was an inestimable boon—especially to the younger men, 
whose numbers increased with the rapid progress of demobiliza- 
tion. Moreover, the development of agricultural trade unionism 
gave the laborers a new sense of strength and inspired them with 
hope and confidence. Hope was in the air, born of a natural 


* It was estimated that in the winter of 1918-19 agricultural wage rates were 
on an average go per cent higher than in 1914—8o per cent in the case of ordinary 
laborers and 100 per cent for stockmen—while the laborers’ expenses were higher 
by 93 per cent than in 1914. See Cmd. 76, pp. 24, 37. 
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reaction when the cessation of hostilities removed the pressure 
of constant anxiety, and fostered by the exuberant oratory of 
the Prime Minister at the time of the General Election. England 
was to become “‘a land fit for heroes to live in.”’ 

For some time past, among those who concerned themselves 
with the larger questions of agricultural policy, there had been 
a feeling that the war-time development of tillage heralded a new 
day for English agriculture. Visions of a self-sufficient England, 
independent of foreign supplies of cereals, and of the English 
countryside repeopled and prosperous, floated before the imagina- 
tion of not a few. These visions had little basis in the hard 
facts of the economic situation; but the opinions to which they 
gave rise were contagious. Even the experts had been rather 
rash in their statements. Opinion had been a great deal influ- 
enced by Mr. T. H. Middleton’s (now Sir Thomas Middleton’s) 
pamphlet on The Recent Development of German Agriculture 
which was published in 1916 as a parliamentary paper; and 
Sir Daniel Hall, also in 1916, had written hopefully about the 
possibility of increasing the arable area by six million or even by 
ten million acres as a permanent policy. Early in 1917 the hopes 
of a vast and permanent development of arable farming were 
given detailed and authoritative expression in the first part 
of the Selborne Committee’s Report, and a year later the same 
committee in the second part of their Report reasserted their 
belief that it was desirable that the country “‘should become self- 
supporting in the matter of foodstuffs in the event of any future 
emergency.’? Several factors combined to produce an atmos- 
phere favorable to schemes for the expansion of English agri- 
culture. The cruder fallacies of protectionism naturally throve 
at a time when war-weariness promoted looseness of thought, 
and the movement of the rate of exchange with America after 
the Armistice seemed to the ignorant to be an additional argu- 
ment in their favor. Again ignorance of agricultural facts on 
the part of urban idealists is always liable to make agrarian policy 
a cherished field for the exercise of philanthropic imagination 

See Cd. 8305; also A. D. Hall, Agriculture after the War (1916). 

2 See Cd. 8506 and Cd. 9079. 
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and there was a tendency to mistake the cessation of hostilities 
for the commencement of the millennium. Moreover, the Ger- 
man submarine campaign had provided a vivid lesson as to the 
precariousness of overseas supplies. It was felt too that, after 
years of campaigning, many thousands of soldiers would find 
an open-air life on the land more congenial than urban employ- 
ment. In regard to this last consideration it should be noted 
that in March, 1918, the Minister of Reconstruction had 
appointed a committee “to consider the steps and conditions, 
apart from the provision of Farm and Small Holding Colonies, 
necessary to attract to employment on the land all returning 
sailors and soldiers who may wish to take up country life, and 
particularly to induce them to do so in sufficient numbers to 
secure the maximum output from the land.”” This committee, 
in their Report which is dated December 20, 1918, recommended 
that in the case of untrained ex-service men the state should 
for a limited period contribute toward ‘‘the difference between 
the untrained man’s economic value on the farm and the full 
local rate of wages,” and, while urging that the state is “‘morally 
bound to consider the future security of an industry to which 
returning sailors and soldiers are invited to devote their lives,”’ 
expressed the opinion “that the necessity of intensive production 
in the United Kingdom will increase and not diminish as years 
go by; and further that the demand for the additional labor 
required by such cultivation will continue to rise to an extent 
equal to any reduction due to labor-saving machinery.”? Apart 


1In view of the anxiety which was felt this may seem an understatement. 
But, as a matter of fact, while 12,652,000 tons of grain and grain products were 
imported into the United Kingdom by the Royal Commission on Wheat Supplies 
during the whole submarine campaign (from November, 1916, to October, 1918), 
only 4 per cent of the possible arrivals were lost through enemy action. See First 
Report of the Royal Commission on Wheat Supplies, 1921 (Cmd. 1544), pp. 37-38. 

2See Report of the Committee of Section iv of the Advisory Council (1919), 
especially §§ 66 and 69. The present writer, who was a member of this committee, 
submitted a Minority Report, stating his inability to believe ‘‘that the number of 
agricultural laborers required to secure the maximum output which could profitably 
be obtained from the land of this country will exceed the number employed in 
agriculture before the War to the great extent that is presupposed by the recom- 
mendations of the foregoing Report,’”’ and expressing doubt “whether the tax- 
payer will be willing, for more than a few years, to provide a stimulus sufficiently 
strong to make any very great difference to the number of men for whom employ- 
ment on the land will be available.” See ibid., p. 36. 
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from the more far-reaching hopes of agricultural development 
account must also be taken of the fact that the awakening of 
public interest in agriculture seemed at least to justify a belief 
that in the future farming ought not to be, and would not be, 
suffered to fall short of such opportunities as the world’s markets 
might provide. Slackness of the kind which was only too com- 
mon before the war would surely be intolerable in a nation which 
was devoted to the reconstruction of its economic prosperity. 
And experience gained in the war had shown how great was the 
need for improvement. In giving evidence before the Royal 
Commission of 1919, Sir Thomas Middleton said: ‘‘A great deal 
of the farming is of a very high order in this country. Before 
the war one was under the comfortable illusion that a very large 
proportion of it was of a high order; but I think that the experi- 
ence one has had in the Food Production Department, and the 
experience of the Agricultural Committees throughout England 
and Wales, has pointed to the fact that after all there are more 
bad farmers than we supposed.’” 


Throughout the first seven months of 1919 the prices obtain- 
able by the British farmer for his cereals remained practically 
steady in the neighborhood of the controlled maximum figures, 
and only in June was the monthly index number of the prices of 


*See Cmd. 345, question 3064. Mr. Floud (now Sir Francis Floud), in his 
evidence, said: ‘I think it has been a revelation to the Board and to members of 
executive committees to find how much second-rate farming there is in the country, 
and that an enormous increase in the production could be brought about if we 
could raise the level of farming generally in a district to that of the best farmer in 
that district.” He also said: “I think it is true that landowners and their agents 
have not been sufficiently severe on bad tenants.’”’ See Cmd. 665, questions 16458, 
16481. It may be pointed out in connection with the prevalent low standard of 
farming that the large schemes of development sketched in 1916 by Mr. A. D. Hall 
(now Sir Daniel Hall) in his book on Agriculture after the War can only fairly be 
judged in the light of the author’s opinions as to the extensive improvements which 
were economically possible even before the outbreak of war. Sir Daniel considered 
that in the years before the war, with the price of wheat at about 35/- a quarter, 
arable farming ‘‘might with profit have been extended over at least as much land 
as had been under the plow in 1872,” and said “‘if we further take into account the 
possibilities of diminishing costs by the greater use of machinery and improved 
organization, as on the suggested large scale farms, we might expect that the land 
could pay wages at rates comparable to those received by laborers in other industries, 
and yet provide a reasonable return for capital and management.”” See Agriculture 
after the War, p. 104. 
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agricultural produce lower than the annual index number for 
1918." There were however considerable changes in cropping— 
the decline in the area under grain crops in England and Wales 
being not far short of half-a-million acres, while the potato acre- 
age was reduced by 25 percent. The number of cows and heifers 
in milk increased, but there was a slight decline in the total head 
of cattle and an increase of 100,000 pigs was no appreciable 
offset to the reduction of the sheep population by more than 
1,300,000. How far these changes were due to difficulties con- 
nected with the shortage of labor or to the fact that much of the 
land needed a rest from corn-growing,? and how far they were 
induced by fears for the future of prices or by the rising cost of 
labor it would be hard to say. In January, 1919, the workers’ 
representatives on the Agricultural Wages Board proposed a 
substantial increase in the minimum wage rate and eventually in 
May various somewhat complicated changes were made of which 
the most important were (1) a reduction of the hours for which the 
minimum weekly wage was payable to 54 in summer and 48 in 
winter or to 52 hours throughout the year and (2) an increase of 6/6 
a week in the minimum wage payable to male workers of twenty- 
one years and over. In the meantime—on March 3—the “Half- 
Holiday Order” came into operation. It must be remembered 


* These index numbers are based on the prices of the principal articles sold 
off the farm weighted according to their relative importance. See Agricultural 
Statistics, LVI (1921), Part III, 88-89. 

2 Lord Ernle says: ‘Much of the tillage land of 1918 had grown corn crops 
for two or more years in succession without adequate labor to keep it clean or 
sufficient fertilizers to restore its fertility. It needed rest.” See op. cit., p. 43. 

3 For all these changes see A. W. Ashby, “The Work of the Agricultural 
Wages Board in 1919,” Journal of the Royal Agricultural Society of England, 
LXXX (1919), 164-201. The terms of the Half-Holiday Order were as follows: 
“‘(1) For the purpose of the application of all differential rates for overtime fixed 
by any Order of the said Board, and notwithstanding any reference in any such 
Order to the hours of employment customary in any area in the case of any special 
class of workman, the definition of employment which is to be treated as overtime 
employment is hereby extended so as to include the following employment, that 
is to say: All employment in excess of 6} hours on a Saturday or on such other 
day (not being Sunday) in every week as may be agreed between the employer and 
the worker. (2) Provided that any time spent by Horsemen, Cowmen, Shepherds, 
Teammen, and other classes of Stockmen in connection with the feeding and 
cleaning of stock shall be excluded from the foregoing extension of the definition 
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too that the first half of 1919 saw a considerable fall in the cost of 
living, though after June retail prices moved upward again. 
How far the cost of labor changed with the rise of wages and the 
reduction of hours cannot be determined. On the one hand 
demobilization was increasing the proportion of laborers who 
were physically fit and in the prime of life. On the other hand 
the passing away of the war strain produced a psychological 
reaction and many of the returned soldiers found it difficult to 
settle down to assiduous work. Farmers commonly complained 
of slackness among their employees and asserted that they were 
required to pay higher wages for a poorer quality of work; but 
in judging the validity of this complaint some allowance must be 
made for the natural tendency of an employer who is forced to 
pay increased wages to scrutinize the quality of his labor force 
more closely than was previously his custom." 

In July, 1919, the question of the future agricultural policy 
of the country was brought to the fore by the appointment of a 
Royal Commission “‘to inquire into the economic prospects of 
the agricultural industry in Great Britain, with special reference 
to the adjustment of a balance between the prices of agricultural 
commodities, the costs of production, the remuneration of labor, 
and hours of employment.”” On August 5, the day on which the 
Commission began to hear evidence, “a letter from the Parlia- 
mentary Secretary to the Board of Agriculture and Fisheries was 


of overtime employment.” The principle of this Order had been approved by the 
Wages Board some time before the Armistice and on September 3, 1918, notice 
was given of the Board’s intention to propose a change of this nature “‘ three months 
after the general cessation of hostilities, or on the withdrawal by the Food Con- 
trolier of all restrictions upon food consumption (whichever event shall first occur).’’ 
See Wages Board Gazette, I, No. 3, 36, also No. 8, 93. 

tIn regard to this question of the efficiency of agricultural labor several wit- 
nesses before the Royal Commission of 1919 gave their impressions. See Cmd. 
345, questions 1392-94, 1573-75, 1667-68, 1689-91, 1695-97 (evidence of the 
Hon. E. G. Strutt); questions 1889-1906, 2014-32, 2070-71 (evidence of Dr. E. J. 
Russell); questions 3039-41 (evidence of Sir Thomas Middleton); also questions 
3869-76, 4473, 4492-4502, 4742-58, 4830-38; also Cmd. 365, questions 5375-76, 
5988-89, 6041-45, 6153-61, 6369-71, 6545-77, 6555-56, etc. The difficulty of 
making an exact comparison between work done before the war and work done 
during the war was well brought out in Mr. Ashby’s searching cross-examination 
of Dr. Russell. 
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read, intimating the desire of the Government that an Interim 
Report should be presented by the end of September in order 
that farmers might be informed of the conditions under which 
they could cultivate their land in the coming year”; but such 
haste proved incompatible with a thorough examination of the 
problem, especially as farm accounts for the cereal year 1918-19 
would not be available until after Michaelmas and the harvest 
season made it impossible either for the farmer members of the 
Commission to spare more than two days a week for the hearing 
of evidence or for farmers generally to give much time to the 
preparation of estimates and accounts." Before the Interim 
Report was presented (on December 10), the Commission had 
examined a large mass of material and this had been elucidated 
by a viva voce examination of witnesses extending to over 
17,000 questions. It is hardly necessary to add that such bulky 
evidence cannot be summarized satisfactorily. In regard to the 
burning question of guaranteed prices, however, three points may 
be noticed. 

The representatives of the Board of Agriculture, in giving evi- 
dence before the Commission, advocated a system of guaranteed 
prices for cereals and for cereals only, because cereal production 
was the branch of farming in which the pressure of foreign com- 
petition was most severe.* On the other hand, the Secretary 
of the Ministry of Food (Sir William Beveridge) told the Com- 
mission that ‘‘it was the policy of the Ministry of Food to main- 
tain the milk supply by guaranteed prices, which of course 
involves control, even if other articles were not controlled,” and 
pointed out that “milk is an essential which can only be produced 


* See Cmd. 473, Majority Report, § 2; Mincrity Report, § 2. In the evidence- 
in-chief submitted on behalf of the National Farmers’ Union by Mr. James Donald- 
son on September 23 it is stated that ‘‘to meet the pressing request from the 
Commission to submit the Union’s evidence upon the costs of production at the 
earliest possible date, it has been physically impossible to submit all the data upon 
this question that the Union would have wished,” and that after another month 
or six weeks “the Union would have been in a position to have submitted probably 
twice the number of statements that are contained in Mr. Wyllie’s evidence.”’ 
See Crid. 391, 11289. 

2See Cmd. 345, question 116 (evidence of Sir Daniel Hall, then Permanent 
Secretary of the Board of Agriculture); also Cmd. 665, questions 16255-57 (evidence 
of Mr. F. L. C. Floud—now Sir Francis Floud—then Assistant Secretary of the 
Board of Agriculture). 
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at home, and therefore it is more important to keep up the out- 
put of milk than of other agricultural produce.”* Thirdly, while 
individual farmers definitely advocated the continuance of 
guaranteed prices, the case presented by the National Farmers’ 
Union of England was that the question whether arable cultiva- 
tion was to be maintained or extended was one of national policy 
for the government to decide, but that as business men farmers 
could adapt themselves to a régime of low prices and would 
face the abolition of all controls and guarantees with perfect 
equanimity. This is brought out by the replies given by Mr. 
Donaldson, on behalf of the Union, to questions asked by Mr.R.R. 
Robbins, one of the commissioners who subsequently became 
president of the Union. Mr. Robbins said: ‘And the purport of 
this document (i.e., the evidence-in-chief) on the one hand is to 
show that farmers, if the Government say they are to do so and so, 
are perfectly willing to conduct their businesses according to their 
own ideas as to what is best—without Government guarantees or 
interference ?”’ Mr. Donaldson assented; and Mr. Robbins pro- 
ceeded: ‘‘But on the other hand, the purport of it is that if the 
Government ask them to do something which they consider eco- 
nomically unsound from the farmers’ point of view, as distinct 
from the general point of view, the farmers are entitled to some 
guarantee which shall indemnify them against serious loss; and 
when the time arrives they are quite willing to say what in their 
opinion the guarantee should be?” Mr. Donaldson again replied 
c yes.’”? 

t See ibid., questions 2385, 2422. 

2See Cmd. 391, questions 11773-74. In the evidence-in-chief it was main- 
tained that a return to the unrestricted play of the law of supply and demand 
“would not, taking the long view, do injury to the farmer nor to the workers as 
individuals,” that high wages might be paid, but that employment would be 
reduced and “the nation would lose heavily in output” (bid., question 11296). 
It was not however laid down as a certainty that guaranteed prices were necessary 
to maintain production, for the next paragraph contains the sentence: “It may be 
that by some drastic reforms in our agricultural system, such as by a great extension 
of the practice of co-operation amongst farmers, or by the development, on a large 
scale, of what is sometimes called ‘factory farming,’ or, at the other extreme, by 
a wide increase in the number of small holdings, or by each and all of these methods, 
agriculture can face the possibility of a decline in prices without the necessity for 


a réduction of output.” The verdict of the Union on this point was “We do not 
know” (ibid., question 11297). 
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In the event, the Royal Commission found itself divided into 
two almost exactly equal bodies on the question whether the 
system of guaranteed prices should be continued. The Majority 
Report was signed by the chairman and eleven other commis- 
sioners, of whom one agreed only on the main question of principle 
and expressed dissent as regards all the detailed recommenda- 
tions. The Minority Report was signed by eleven commissioners 
without qualification. The majority included, besides the 
chairman (Sir William Peat), all the farmer representatives save 
one, one of the labor representatives, and half the ‘‘independ- 
ent’? members. The minority included all the labor repre- 
sentatives save one, one farmer and half the “independents.” 

The Majority Report, after rehearsing the salient facts of 
recent agricultural history and the uncertainty, inimical to 
arable farming, which farmers had felt since the Armistice in 
regard to the future, recalled the fact that ‘‘the passing of the 
Corn Production Act by Parliament, and subsequent public 
pronouncements by the Prime Minister, indicate that the Govern- 
ment have definitely adopted the policy of increasing the acreage 
of land under tillage in this country.”” The Report further stated 
that ‘‘a considerable body of evidence given by farmers went to 
show that in the opinion of many of them no measure for assist- 
ing the farming industry by means of guaranteed prices of 
cereals is necessary solely in the interests of farmers themselves,” 
and that in the opinion of these farmers “‘it is for Parliament to 
decide whether the national requirements necessitate increased 
corn production and consequently restriction on their freedom 
of action as regards their systems of cultivation.” The conclu- 
sion of the Majority was that “if Parliament so decides, and 
farmers are required to undertake the greater risks and responsi- 
bilities arising from increased corn production, we think that a 
corresponding obligation rests upon the State to preserve them 
from the possibility of loss due to a substantial fall in cereal 
prices.” In detail the Majority recommended: 





* In order that my readers may be warned against any unconscious bias on my 
part, it is perhaps desirable to state here that I was myself one of the commissioners 
who signed the Minority Report. 
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1. That subject to the conditions set out in the following paragraphs, 
minimum prices for wheat, barley and oats grown in Great Britain be 
guaranteed by the State, on the same principle and conditions as are laid 
down in Part I of the Corn Production Act, 1917, the producer being allowed 
an unrestricted market for his produce, but the State retaining the right 
to control prices in case of national emergency. 

2. That barley should be dealt with in the same manner as wheat 
under Section I of the Corn Production Act, payment of four times the 
difference between the average price as defined in the Act and the guaran- 
teed minimum price per quarter being made in respect of that cereal. 

3. That for the grain crops of 1920 and subsequent years the guarantees 
be calculated from year to year on a sliding scale based on the average bare 
costs of cereal production of the preceding year, rent being disregarded for 
this purpose; and that the datum line to which increases or decreases in 
the average costs of the 1920 grain crops above or below those of 1919 
should be applied, shall be 68/—per quarter of 504 lbs. of wheat, 59/—per 
quarter of 448 lbs. of barley, and 46/—per quarter of 336 lbs. of oats. 

4. That the guarantees be continued until Parliament otherwise decides, 
subject to not less than four years’ notice of withdrawal being given. 

5. That, if found necessary, the powers under Part IV of the corn 
Production Act be extended so as to enable the Boards of Agriculture or 
the County Committees to take effective action against any landowner or 
farmer who impedes or neglects to carry out the Orders issued by them for 
the better cultivation of the holding. 

6. That any payment in respect of the guaranteed prices be dependent 
upon the production of a certificate from the Department concerned to the 
effect: (a) that the holding in respect of which payment under the guarantees 
is claimed has been well cultivated and an adequate amount of labour 
employed upon it or that such labour was not available; and (b) that either 
one-eighth part of the holding or one-fourth part of the arable land (which- 
ever be the greater) is under cereal crop, or that so much less of the holding 
is under cereal crop as appears to be desirable in the public interest. 


The Minority, in their Report, stated that “nothing in the 
conditions under which the industry was carried on before the 
War, or in the prospects now before it, would justify us in recom- 
mending the continuance of the policy of guaranteed prices for 
cereals.” In regard to the common argument that the artificial 
stimulation of cereal production was necessary as an insurance 
against war risks, they pointed out that it would “require much 
more evidence on this point than has been brought to our notice 
to convince us that it is really necessary that the agricultural 
industry of Great Britain should in times of peace be maintained 
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upon a war footing,” and that ‘‘we were not asked to lay down 
a war-policy for the industry.” In regard to the argument that 
increased tillage was desirable as a means of rehabilitating 
the foreign exchanges, they urged that “exchange can be 
improved, with greater benefit to all concerned, by increasing 
exports rather than by decreasing imports.” They further 
argued (1) that the basic figures recommended by the Majority, 
while on a higher scale than that suggested by ‘‘two such com- 
petent advocates of the policy of guaranteed prices as Sir Thomas 
Middleton and the Hon. E. G. Strutt,”’ were much too low to 
insure the maintenance or extension of the cereal area by volun- 
tary action; (2) that a system of government control of farming 
such as would be necessary to make the policy effective would 
be contrary to the best interest of the industry; (3) that guaran- 
ties sufficient to make farming remunerative “under the present 
conditions of tenure and with the present methods of cultivation” 
on the great mass of land which produces only 3} quarters an 
acre would probably “impose a heavy burden on the Treasury at 
a time when the need for national economy is paramount” and 
that, if effective, the policy would “prevent the application of 
genuine remedies by stereotyping the existing conditions and 
methods.” In the opinion of the Minority, the recommendations 
of the Majority were likely to be unfair to the producer of meat 
and to the large number of small farmers who do not derive their 
income largely from cereal production. It would be ‘“‘detri- 
mental to the best interests of agriculture were it to be obliged 
to conduct its operations on the uncertain basis provided by 
guaranteed prices.”” Guaranties could only be given by Parlia- 
ment “and no Parliament can bind its successors.”” Moreover, 
the Minority emphasized their opinion that a policy of guaranties 
would inevitably lead to a demand for the continuance of maxi- 
mum prices.’ Action designed ‘“‘to increase the farmer’s sense 
of security in his holding, as desired by the witnesses speaking on 
behalf of the National Farmers’ Union and the National Farmers’ 
Union of Scotland, would do much more to give the farmers confi- 
dence, and thereby increase production, than any other measure.”’ 
The Minority expressed their hope of being able to deal with 
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this problem of security of tenure and other matters important 
for the development of agriculture in a final report. For the 
present they recommended: 

1. That farmers be informed that they shall be left free to cultivate 
their land in such manner as they deem best, in accordance with the rules 
of good husbandry. 

2. That the Boards of Agriculture organize an efficient system of dis- 
tribution of all available information relating to the progress and prospects 
of agriculture, with special reference to the course of world prices. 

3. That, so long as prices of cereals are controlled by the Government 
the farmers be paid at prices not less than those at which the commoditie. 
controlled can be imported. 


Such in outline was the division of opinion. But the Govern- 
ment had not waited for the advice of the Commission. Lord 
Ernle, who was president of the Board of Agriculture when the 
Commission was appointed, resigned; and on August 15 his 
place was taken by Lord Lee, the former Director of Food Produc- 
tion, whose adherence to the policy of the plow had been shown 
in the previous year by his resignation on the abandonment of 
the tillage program for 1918-19.?, At a meeting held at Caxton 
Hall, with Lord Lee in the chair, the Prime Minister pledged 
the Government to the system of guaranteed prices. This was 
on October 21, 1919—seven weeks before the Interim Report 
was issued, but hardly early enough to influence the autumn 
sowings.’ It was primarily to this speech by Mr. Lloyd George 


t For all this see the Interim Report, Cmd. 473. 

2See Lord Lee’s letter in the Times of July 23, 1918, and his speech in the 
House of Lords on July 24. Ina letter to the chairman of the Agricultural Wages 
Board dated September 23, 1919, Lord Lee said: “I have come to the Board of 
Agriculture with the sole object of promoting production by every means in my 
power.” See Wages Board Gazette, I, No. 28, 379. 

3 Mr. Lioyd George stated at the meeting that it had been arranged for an 
earlier date but was postponed on account of the railway strike. In his speech he 
said: “I think it is essential that the guaranty should be given.’”’ He added that 
“the amount and the length of time are the subject of examination by a com- 
mission,” but that the guaranty to be given “must have reference to the increased 
cost of production,” and ‘‘must cover a sufficient period of years to make the 
farmer feel that it is worth his while to cultivate the land.” “It is not,” he said, 
“‘for me to indicate the period, because I should be usurping the functions of the 
Royal Commission’’; but he went on to say: ‘It is not a matter of looking forward 
to next year or the second year.” See the report of the meeting in the Times of 
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that the Majority of the Royal Commission referred in their 
Interim Report when they said that “‘the passing of the Corn 
Production Act by Parliament, and subsequent public pro- 
nouncements by the Prime Minister, indicate that the Govern- 
ment have definitely adopted the policy of increasing the acre- 
age of land under tillage in this country.”* It was in view of 
this speech too that the Minority in their Report ventured to 
say that “if the decision as to what is the best policy for agri- 
culture had been left to the unfettered judgment of the Com- 
mission, we feel sure that several of our colleagues, who deemed 
themselves bound by certain declarations of Government policy, 
would have voted with us in opposition to the policy of enforced 
cultivation of cereals with the consequent guarantee of prices.” 

Soon after the issue of the Interim Report, the chairman and 
six other commissioners, all of whom had signed the Majority 
Report, resigned, and the Commission was informed that the 
Government had adopted the unusual course of advising the 
Crown to bring its proceedings to a closes The Commission 
therefore never presented a Final Report, but the sixteen remain- 
ing commissioners, who included all the representatives of labor, a 
majority of the farmers’ representatives and (apart from the chair- 
man) half the ‘independents,’ unanimously resolved to put on 
record their view that ‘‘all the subjects which had been proposed 
by their Evidence Sub-Committee for investigation and accepted 
by them, were well within the terms of reference” and to express 
the opinion “that many of the remaining subjects now excluded 
are of more enduring importance to the future of agriculture than 
the policy of guarantees, as to which they had not been agreed.”’ 


October 22, 1919. The Railway Strike had lasted from September 26 to October 6. 
Lord Lee, speaking at Gloucester on November to, said “that the Government 
policy is fixed, and that failing a report from the Commission on this point—I do 
not think we have any reason to anticipate anything of the kind—the Government 


must and will act on its own responsibility.” See Journal of the Ministry of Agri- 
culture, XXVI, 794. 
* See Cmd. 473, p. 6, § 18. 2 See ibid., p. 12, § 19. 


3 Lord Lee’s letter announcing this decision is dated February 24, 1920. In 
it he contends that the subjects the Commission proposed to examine were “not 
included in the terms of Reference.” 
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It was added that “with regard to these matters they had reason 
to hope that they might find a large measure of agreement,” 
and the Commission “‘reorded their regret that much valuable 
evidence already taken together with other evidence prepared 
at their request by various bodies, could not now have any 
influence on the questions which they were justified in believing 
were submitted to them.’ 

The subsequent history of the Government’s agricultural 
policy can best be considered after something has been said of 
the actual progress of agricultural affairs during the period 
covered by the sessions of the Royal Commission. Three 
matters deserve special notice—prices, wages, and the sale of 
land. For the 1919 harvest the Government had guaranteed 
minimum prices—75/6 per 504 lbs. for wheat, 68/103 per 448 
Ibs. for barley, and 47/6 per 336 lbs. for oats. For imperial 
quarters the approximate equivalents of these prices are 71/11 
for wheat, 61/1 for barley, and 44/1 for oats. The system of 
maximum prices nominally came to an end; but in the case of 
wheat the Government used its control of the mills to insure that 
for wheat of ordinary quality no more than the guaranteed mini- 
mum price should be paid, so that in effect the minimum price 
became the maximum.” The natural tendency of cereal prices 
at this period must therefore be sought in the course of prices 
paid for barley and oats, and in both cases there was a notable 
advance after the middle of the summer. The weekly average 
price of oats per imperial quarter, which had only once touched 
50/—before August (in the week ending January 18) and had 


tA full report of the meeting of the Commission at which these resolutions 
were passed was published at the time in the Daily Telegraph. The sixteen com- 
missioners who agreed to these resolutions included all the representatives of 
Scottish and Welsh agriculture and the two English farmers who afterward held 
office as president of the National Farmers’ Union in 1920 and 1921, respectively. 
See Wages Board Gazette, II, 134-37. 

2 The exact position was that “there was no maximum price for wheat harvested 
in 1919, but millers were informed by the Food Controller that the prices to be 
paid by them should not exceed an average of 76/6 per quarter of 504 lbs. (72/10 
per 480 lbs.) for wheat purchased on rail at producer’s station, or 77/— per quarter 
of 504 lbs. (73/4 per 480 lbs.) for wheat delivered into mill.” See Journal of the 
Ministry of Agriculture, XXVII, 395. 
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been under 49/— in 19 out of the 30 weeks preceding August, 
was 50/3 in the week ending August 2 and 62/4 in the week 
ending September 13. From August 9 to the end of the year it 
was never less than 55/3. The advance in barley prices was still 
greater. From January to August the weekly average price 
per imperial quarter had ranged between 61/10 and 63/4, but 
it jumped to 73/8 in the week ending August 9 and continued to 
rise week by week until September 27 when it reached 95/2. 
Between that date and November 8 it varied from 93/10 to 97/10 
and on November 15 was 100/7. Between November 22 and 
the end of the year it was never lower than 103/6 and on De- 
cember 6 touched its maximum for the year at 108/11. Nor 
was this tremendous advance in cereal prices very short-lived. 
For oats the monthly average ranged from 55/7 to 64/8 in the 
first eight months of 1920: the corresponding range for barely 
was from 81/6 (August, 1920) to 108/5 (January, 1920). It is 
clear, too, that if the farmer had had a free market for his wheat 
the removal of control would have been followed in the case of 
that cereal also by a very great increase in price.t And the rise 
was not confined to cereals. The index numbers of the prices 
of agricultural produce sold off the farm were above the average 
of the year 1918 in every month from July, 1919, to April, 1921. 
Table I shows the annual index numbers, and Table II shows 
those for the individual months.? 

As regards the renumeration of agricultural labor, the main 
point to be noticed is that an Order of the Wages Board reduced 
the hours in excess of which overtime rates had to be paid to 
fifty hours a week in October, 1919, and forty-eight for the winter 

* The average (c.i.f.) price of imported wheat per 480 Ibs. was 91/6 in 1917, 
100/10 in 1918, 92/1 in 1919, and 95/- for the period January—May, 1920. See 
ibid., p. 395. 

2 See Agricultural Statistics, LVI (1921), Part III, 88-89, also the Year Book of 
the National Farmers’ Union for 1922, pp. 304-5. The weights used in calculating 
these index numbers are stated to be as follows: Cattle 25, milk 21, sheep 13, 
pigs 13, hay 11, wheat 8, barley 6, potatoes 6, poultry and eggs 4, fruit 4, wool 3, 
butter 3, oats 2, cheese 1, beans and peas 1, vegetables 1. Care should be taken 
to distinguish these index numbers from the earlier ones issued by the Board of 


Agriculture which had the average of the years 1906-8 as their base, while these 
are based on the average of the years rg11-13. 
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months. From the beginning of March fifty hours were again 
to be wor'sed for the minimum wage. This change was equiva- 
lent to a rise in wages: it meant that the minimum rate per hour 
was increased. There was come controversy over the change, 
which ill-informed persons misinterpreted as involving a limita- 
tion of hours; and even the new president of the Board of Agri- 
culture urged the Wages Board to reconsider its decision on the 











TABLE I 
1OtI=13.....:. 100 a 160 TOTO... ... 258 
ee 101 ae 201 Co 292 
eee 127 IGTO.......% 232 ee 221 
TABLE II 
Month 1919 1920 1921 | 1922* 
January......... 248 313 286 | 177 
Peneuary........ 250 305 272 «| 183 
Rs aes cones 250 299 258 182 
: Eee 253 299 241 | 168 
| Serre 232 269 212 170 
OE Seer 228 264 Ee pete 
) | erren 242 274 oe eee 
pO ee ee 238 277 a ee errs 
September. ...... 248 282 MM. foccccaass 
Octeber.......... 266 291 OO oe 
November....... 282 207 a eee 
December........ 307 294 ~  Seeaerey 














*Since May, 1922, the index numbers published in the Journal of the 
Ministry of Agriculture have been based, not on the average prices of the 
years 1911-13, but on the average prices of the same months of the years 
1911-13 taken as roo. On this basis the monthly figures for 1922 are: 
January, 175; February, 179; March, 177; April, 170; May, 171; June, 168; 
July, 172; August, 167. 


ground that a reduction in the hours of work would be inimical to 
production. In reply to Lord Lee’s letter the chairman of the 
Agricultural Wages Board pointed out that the new Order was 
the result of an agreement between the respresentatives of the 
employers and the representatives of the laborers and “that 
both employers and workers hold the view that the question is 
really one of wages and not of hours, as there is nothing in the 
Orders of the Board to prevent any farmer from agreeing with 
his men to work regularly from fifty to fifty-four or any number 
of hours per week, provided the wages paid are not less than the 
minimum rates fixed.”” The effect of the new Order was simply 
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to require overtime rates to be paid when work was done in excess 
of fifty hours in summer or forty-eight in winter." Apart from 
minor changes affecting particular districts or special classes of 
work people, no further alteration in the minimum wage took 
place until April, 1920, when the general minimum for adult 
males was raised to 42/—, with a minimum increase of 4/—. This 
advance “‘was made in opposition to the workers, who demanded 
50/—, the employers eventually agreeing with the appointed 
members to fix 42/-.’” The cost of living, it should be remem- 
bered, had been gradually rising since the early part of the sum- 
mer of 1919 (when the official index number showed an excess of 
105 per cent over July, 1914) and at the beginning of May, 1920, 
was reckoned to be 141 per cent higher than before the war. 
Meanwhile, the sale of agricultural estates had been proceed- 
ing apace. It was constantly referred to in the evidence taken 
by the Royal Commission as being on a revolutionary scale and 
it was the fact that tenant farmers were so often faced with the 
alternative of buying or quitting their farms which at this time 
gave so much urgency to their demand for security of tenure. 
The number of holdings returned as owned or mainly owned by 
the occupier in England and Wales increased from 48,665 in 1919 


* See Lord Lee’s letter and the reply of Sir Ailwyn Fellowes (now Lord Ailwyn) 
in the Wages Board Gazette, I, No. 28, 379-80. Mr. R. R. Robbins, the vice- 
chairman of the employers’ section of the Wages Board, in a letter to the Times 
dated October 10, said: ‘I desire to emphasize the point that payment at a higher 
rate for hours worked in excess of a given number, be it 50 or 54, involves no statu- 
tory limitation of the hours of working in the industry such as labor is seeking to 
impose by amendment to the Hours of Employment Bill, No. 2.” See Wages 
Board Gazette, I, No. 29, 413. At this time and for some months to come the 
agricultural community was much agitated over the question of the exclusion of 
agriculture from the Bill referred to by Mr. Robbins—the so-called “ Forty-Eight 
Hours Bill.” 


? See Sir Henry Rew’s article on “‘ The Wages Problem in Agriculture,” Quarterly 
Review (January, 1921), p. 180. 


3 See the Labor Gazette of the Ministry of Labor, XXVIII (January, 1920), 5, 
and XXIX (January, 1921), 6. The items on which these figures are based are, 
for the purposes of the calculation, “combined in accordance with their relative 
importance in pre-war working class family expenditure,” but it should be noticed 
that they make no allowance for changes in the objects of such expenditure during 
the war nor for the special conditions of rural districts. 
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to 57,234 in 1920, while the area owned by occupiers increased 
from 3,296,452 acres to 4,102,556 acres—an increase of more than 
24 per cent in twelve months. The causes of this movement are 
not hard to discover. Agricultural land had long been under- 
rented and by a curious tradition among English agricultural 
landlords it was regarded as rather ungentlemanly to raise the 
rent on a sitting tenant. Because of the general rise of prices, 
the increased profitableness of farming, and the favorable oppor- 
tunities for the investment of capital presented as a consequence 
of the rise in the rate of interest, landlords could greatly increase 
their incomes by selling their estates and investing the proceeds. 
And many of them were driven to do this by the pressure of 
war taxation and by the great increase in the cost of repairs, 
which was all the more serious because, owing to shortage of 
labor and materials during the war, several years’ arrears of 
repairs were waiting to be carried out. But the purchase of 
farms by the tenants was, for the time being at any rate, a bad 
thing for farming, and the uncertainty attaching to the future 
of agricultural prices made it a dangerous expedient for the 
farmers. It meant that the farmer’s capital, which should have 
been employed in clearing land after war conditions had caused 
it to get foul, and in working off arrears of hedging and draining, 
was often used for the purchase of the farm. And since 
land fetched very high prices, it meant that, instead of 
paying an augmented rent from year to year as the profits of 
farming allowed, the farmer did what was equivalent to promis- 
ing an increased rent for the rest of time—either in interest on 
borrowed capital or in foregoing the income which he might 
have obtained from an alternative investment.’ Some measure 

t The student of English agrarian history will notice that the history of the 
Tudor period provides a curious parallel. When the influx of American silver, 
following the debasement of the coinage, raised prices, landlords found that the 
fixed rents of the copyholders prevented them to a great extent from using the 
most obvious method of increasing their nominal incomes to meet the change in 
prices. But in many cases the fines payable on the passing of a copyhold to a new 
tenant were arbitrary in amount. The lord could not increase the annual rent: 
he could, and did, demand a greatly increased capital sum at the change of tenancy. 


The system of fixed rents, like the tradition against raising rents on a sitting tenant 
at the present time, impelled landlords to more radical changes than would other- 
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of protection was however afforded to tenant-farmers at the land- 
lord’s expense by the passing, in 1919, of the Agricultural Land 
Sales (Restriction of Notices to Quit) Act.’ This enacted that 
“in the making after the passing of the Act of any contract for 
sale of a holding or part of a holding any then current and unex- 
pired notice to determine the tenancy of the holding . . . . shall 
be null and void, unless the tenant after the passing of the Act 
and prior to the contract of sale agrees in writing that the notice 
shall be valid.’”* In other words, the tenant would have a longer 
period of grace: the new landlord, if he wished to occupy the 
land himself or for other reasons to get rid of the sitting tenant, 
would have to give him a fresh notice of the length required by 


his agreement. 
REGINALD LENNARD 
WapHAM COLLEGE, 
Oxrorp, ENGLAND 


[To be continued | 


wise have been necessary. I do not suggest that this explains all the inclosures and 
evictions even of the latter part of the sixteenth century: but it was undoubtedly 
one factor in the movement. See R. Lennard, ‘‘Custom and Change in Sixteenth- 
Century England,” English Historical Review, XXVIII (October, 1913), 745-58. 
In considering the difficulties of English landlords since 1914 it must not be forgotten 
that some were able to sell timber at war prices. 


t See g and 10 Geo. V, c. 63. 
2 See Aubrey J. Spencer, ‘“‘Contemporary Agricultural Law,” Journal of the 
Royal Agricultural Society of England, LXXX, 154. 























CAPITALIZATION OF RAILROAD SURPLUS! 


After many years of hesitation, our National Legislature 
incorporated in the Transportation Act of 19207 the necessary 
clauses to centralize control over security issues of the railroads 
in the hands of the Interstate Commerce Commission, giving 
them sole control of all capital issues of the railways of the 
United States. 

It is no longer possible for a carrier to issue any sort of stock, 
bonds, or other evidences of indebtedness, with the single excep- 
tion of a small amount of short-time notes, unless it has first 
applied for permission to the Interstate Commerce Commission 
and received its authorization. This will only be given after a 
full investigation of all the facts, and a considerable degree of 
liberty of action is allowed the Commission in that it may either 
grant or deny an application, in whole or in part, or with such 
modifications as it deems desirable. 

The two years which have elapsed since the Act became 
effective have been characterized by unusually abrupt changes 
in the business cycle. It was launched just prior to the promised 
date for returning the roads to their private owners, being signed 
by the President on February 28, 1920; and the two or three 
months which followed witnessed the final upswinging of the 
price level which preceded the crash of prices and the consequent 
depression from which we have not yet recovered. 

The Interstate Commerce Commission was thus forced into 
the situation at a time when interest rates were higher than they 
ever had been in recent history, when the investing public was 
at least cool toward the poor-paying securities of the railroads, 
and when the problem of future needs was badly clouded by the 
postboom traffic situation. The succeeding months of this 

A paper presented before the Economics Section of the Michigan Academy 
of Sciences, meeting at the University of Michigan, Ann Arbor, March 30, 1922. 

2 Public Act No. 152, Sixty-sixth Congress, known as the Transportation Act, 


1920, 
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period have been abnormal, and in many cases critical in the 
financial affairs of the carriers. 

The Commission in accepting the new responsibility placed 
upon it by Congress has indicated that it will not attempt to 
develop new and startling theories of its own. Instead of trying 
to blaze a new trail, it has ‘‘chosen the part of statesmanship”’ 
and has laid out for itself a plan that should stand the stress 
and strain of any sort of financial situation, building on the best 
practice in state regulation of the past—setting a sure founda- 
tion for the future. 

Provisions of the Act governing security regulation.—The pro- 
visions of Section 20a of the Transportation Act of 1920," under 
which the Commission acquires its authority over security issues, 
are too well known to need detailed statement here. It is unlaw- 
ful for any carrier to issue stocks, bonds, or other evidences of 
indebtedness unless approved by the Commission. The issue 
must be for a lawful object within the corporate purpose of the 
road, and it must be compatible with the public interest. The 
purpose must also be necessary, appropriate for, and consistent 
with the proper performance by the road of service to the public, 
as a common carrier, and one which will not impair its ability 
to perform that service. 

Considerable discretionary power resides with the Com- 
mission in that it may either grant or deny an application, in 
whole or in part, or with such modifications as it deems desirable. 

The carriers must make special or periodical reports as 
required by the Commission, showing what disposition has 
been made of the securities and how the proceeds have been 
applied. 

The government does not guarantee any issues which have 
been authorized under the Act. 

The regulatory powers of the Commission do not extend to 
short-time notes, if the total does not exceed 5 per cent of all 
issues outstanding by the carrier. Only information regarding 
such issues is required to be filed. 

‘ Transportation Act, 1920, Section 439, amending the Interstate Commerce 
Act by inserting a new section, to be designated Section 20a. 
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Obligations issued without authorization are void; but the 
rights of bona fide purchasers of such unauthorized securities 
are protected and officers and agents responsible for their issuance 
are held liable and may be punished by fine or imprisonment. 

The jurisdiction of the Commission is exclusive and plenary, 
and its approval, without further authority, is sufficient to give 
final validity to the issuance of securities and the assumption 
of obligations by the carriers.’ 

Surplus earnings as a basis for capitalization—The most 
important cases which have so far come up for decision by the 
Interstate Commerce Commission deal with the issuance of 
securities against the accumulated surplus earnings of the roads. 
This opens up the whole subject of property rights in these earn- 
ings—as to whether they belong outright to the roads, on the 
basis of having been earned by efficient operation under regulated 
rates, which are assumed to be not excessive; or,on the other hand, 
to the public, which has supported the roads with its patronage 
and so is the ultimate source of such surplus; or perhaps on a 
middle ground, to the carrier in trust for the public, with the 
implication that use for any strictly private purpose is antagonis- 
tic to the public interest. This last interpretation would be of 
particular force if the surplus were capitalized and then used as 
an argument to support an increase in rates, based on such 
increase in capitalization. 

Of these recent surplus cases, the Burlington and Lackawanna 
applications are of primary importance. 


THE BURLINGTON CASE? 


In rg01 the Great Northern and Northern Pacific railroads 
jointly acquired control of the Chicago, Burlington, and Qunicy 
Railroad system by the purchase of $108,000,000 par value, or 
96.79 per cent, of its capital stock. The price set was $200 a 


t For a complete treatment of the origin and provisions of the Transportation 
Act, see I. L. Sharfman, The American Railroad Problem, chap. xi. Provisions 
regarding security issues, pp. 419-22. 

2 Finance Docket 1069, 1.C.C. References are to sheets of the advance copies 
of the decision. The Commission advises that the decision will be permanently 
reported in Vol. LXVII, J. C. C., p. 156. 
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share' and payment was made in joint collateral 4 per cent bonds 
maturing July 1, 1921. The stock acquired was pledged as 
collateral security on the bonds. The principal amount of the 
joint bond issue of the northern roads for this purchase was 
$21 5,227,000. 

On January 4, 1921, the Burlington applied to the Interstate 
Commerce Commission for permission to use part of its book 
surplus as a basis for new security issues in order to facilitate 
the refunding of these maturing obligations by the controlling 
roads—the virtual owners of the Burlington. Specifically, the 
Burlington desired to issue $60,000,000 par value of capital 
stock and $109,000,000 of first and refunding mortgage bonds. 

Reasons for the proposal of this plan.—The Burlington’s former 
financial plan was cumbersome, and burdened with several closed 
mortgages. A general mortgage maturing in 1958 covers sub- 
stantially all of the property which was in existence in 1908. 
This is a first lien on more that 5,000 miles of the road. Bonds 
can be issued under this mortgage, but they are limited to 
$300,000,000 outstanding at any one time. They may not bear 
more than 5 per cent interest, nor can they be made redeemable 
before 1958. 

At the time of this application, bonds to the amount of 
$65,247,000 were outstanding under this mortgage. Prior-lien 
bonds issued under other mortgages, known as the Nebraska 
extension and Illinois Division mortgages, will mature in 1927 
and 1949, respectively. Provision might be made for refunding 
these issues, when they mature, under the general mortgage. 
This would require approximately $105,024,000, and would leave 
a possible total of $129,729,000 for other purposes before the 
limit would be reached and the mortgage closed. 

The Burlington pointed out that it would not be feasible to 
issue bonds under this old mortgage at the present time. Such 
bonds, if they could be sold at all, could only be sold at a heavy 
discount, as the current interest rate was materially higher than 
the 5 per cent they could bear. Selling at a large discount would 


*W. Z. Ripley, Railway Problems (rev. ed. 1913), p. 558. Reprinted from “A 
History of the Northern Securities Case” by B. H. Meyer, Bulletin of the University 
of Wisconsin, No. 142, July, 1906, pp. 225-41. 
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result in a large fixed charge for a long term, and would be in a 
high degree undesirable, since it would probably extend over 
several periods in which lower interest rates may prevail. 

Also, if the current rate of growth of the road continues, the 
amount that might be realized from the sale of such bonds would 
not meet the road’s needs for additions and betterments beyond 
1933, and if the proposed dividend were paid, not beyond 1929. 

This would make it necessary later to revise the entire 
financial plan of the company. It was therefore proposed to 
close the general mortgage without issuing further bonds under 
it, and to make a new mortgage of a more modern type. The 
Nebraska extension and Illinois division mortgages were already 
closed. 

The new plan of the Burlington.—The road asked authority 
to issue $60,000,000 additional capital stock, thus capitalizing 
part of its book surplus. This stock would then be used as a 
necessary basis for a new mortgage. The mortgage proposed 
was to be a fifty-year first, and refunding mortgage, “to secure 
coupon bonds to be issued in series at interest rates, and redeem- 
able at times, and on terms, to be determined by the directors 
at the date of issuance, subject to (the Interstate Commerce 
Commission’s) approval.’* The mortgage would limit the 
amount of such bonds to three times the outstanding capital 
stock. 

Immediately, the road desired to issue $109,000,000, principal 
amount, of bonds against this mortgage. The proposed finan- 
cing would give a ratio of bonds to stock of about 1.5 to 1. 

It is important to note that, if the bonds were issued, they 
would increase the Burlington’s fixed charges by something like 
$4,800,000, or 65 per cent. 

Of the proposed new issue of bonds, $29,000,000 were to be 
held for making future additions and betterments, and the 
remaining $80,000,000, together with the $60,000,000 of stock, 
were to be issued as a dividend. Practically all of this would 
go to the Great Northern and Northern Pacific as majority 
owners. These roads planned to use their part of the bonds to 


t Finance Docket No. 1069, I.C.C., sheet 4. 
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retire something over one-third of the $215,227,000 of joint 
4 per cent, purchase-money bonds, which were coming due in 
July. 

The use of these bonds to help meet that obligation was 
expected to materially reduce the fixed charges of the northern 
roads in the refunding operation, since these Burlington secur- 
ities could be issued at a 6 per cent interest rate, while it was 
believed that a new issue of the northern roads would have to 
bear 8 per cent. This difference was due to the more favorable 
credit position of the Burlington. In practice, the rate for the 
northern roads was found to be 63 per cent when they issued 
bonds for this purpose. See Finance Docket No. 1374, I.C.C. 

Outstanding securities of the Burlington.—At the time of this 
application, to the Interstate Commerce Commission, the 
Burlington had outstanding $110,839,100 par value of capital 
stock and $174,040,800 of bonds, most of which was in the hands 
of the public. All such securities amounted to only $31,164 
per mile of road, a remarkably low capitalization for a prosper- 
ous American road, when it is considered that in 1912 the capital- 
ization of railroads in the United States averaged $63,535 per 
mile of line." 

Desirability of control of the Burlington —The northern roads 
had acquired control of the Burlington in order to obtain an 
outlet to Chicago and the Middle West. 

In relation to the Great Northern and Northern Pacific, the Burlington 
is like the point and moldboard of a plow, the beam and handles of which 
are constituted by the former systems. The Burlington connects Chicago 
with St. Lovis, Kansas City, Omaha, Denver, St. Paul, and Minneapolis, 
and numerous smaller but important cities, which, taken collectively, 
represent the manufacture and sale of every staple commodity and the 
raw materials therefor. 

An alliance with a system possessing the tactical and physical advan- 
tages of the Burlington could not be otherwise than a source of strength 
and profit to the party making such an alliance.? 

.... The Great Northern and Northern Pacific companies each 
purchased an equal number of shares of the Burlington stock as the best 


t Johnson and Van Metre, Principles of Railroad Transportation, p. 111. 


2W. Z. Ripley, Railway Problems (rev. ed. 1913), pp. 556, 557. (Quoting 
Meyer.) 
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means and for the sole purpose of reaching the best markets for the products 
of the territory along the lines, and of securing connections which would 
furnish the largest amount of traffic for their respective roads, increase 
the trade and interchange of commodities between the regions traversed 
by the Burlington lines and their connections and the regions traversed 
or reached by the Great Northern and Northern Pacific lines, and by their 
connecting lines of shipping on the Pacific Ocean, and as the best if not 
the only means of furnishing an indispensable supply of fuel for their own 
use and for the inhabitants of the country traversed by their lines. These 
connections and the interchange of traffic thereby secured were deemed 
to be and are indispensable to the maintenance of their business, local as 
well as interstate, and to the development of the country served by their 
respective lines, and of like advantage to the Burlington lines and the 
country served by them, and strengthen each company in its competition 
with European carriers for the trade and commerce of the Orient.* 


Earnings and property values.—For twenty years the jointly 
owned Burlington has been one of the most successful railway 
properties in the country. 

Instead of using the large earnings of this period for dividend 
purposes, which would have been paid principally to the Great 
Northern and Northern Pacific, the Burlington followed a policy 
of reinvestment to perfect the physical equipment of the road. 
Since July 1, 1901, it has invested over $189,000,000 out of earn- 
ings in additions and betterments to its property, and has also 
retired old bonds to the amount of $191,348,478.39. No part 
of this reinvestment or retiring of bonds with earnings has been 
capitalized. 

The Burlington’s average dividend rate for twenty years 
from 1901-20 was only 8.51 per cent on the abnormally low 
capitalization, and less than 4 per cent on the average property 
investment in excess of all outstanding bonds. This policy 
built up the road and equipment to a book investment value of 
$503,745,837-57- Since the outstanding securities already men- 
tioned amounted to $284,879,900, a book surplus has accumu- 
jated amounting to $218,865,937. It is a part of this surplus 
which the road now desired to capitalize. In addition to the 
book surplus, the road also claimed there were some $70,000,000 


t George B. Young, Brief for the Defendants. U.S.of A.vs. Northern Securities 
Company, et al. C.C. of U.S., p. 21. (Quoted by Meyer.) 
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of investment in property other than road and equipment, not 
shown in the surplus account. 

Illinois Commission’s previous decision.—Previous to the pres- 
ent application, the Illinois Public Utilities Commission had 
granted an application for the right to capitalize a portion of 
the Burlington’s surplus, and this approval was urged by the 
road in seeking the Interstate Commerce Commission’s sanc- 
tion of the present issue. While the Commission was willing 
to consider such a precedent, it felt that confusion had been 
injected into the case, because the authorization by the Illinois 
Commission was for the purpose of reimbursing the treasury for 
expenditures in additions and betterments to the road, while 
the present plan was intended for dividend purposes and the 
source of the securities would still be the company’s surplus. 
The question also failed to be analogous in the opinion of the 
Commission, in that the earlier grant was made in a normal 
period, while this was asked for in an abnormal period, at an 
abnormal rate of interest, and the Commission considered that 
the ‘‘only material advantage anticipated would inure to parties 
other than the applicant.’” 

Issues in the Burlington case.—The issue before the Com- 
mission was: (1) Whether or not an actual surplus existed, (2) 
whether it had come into existence legitimately, (3) the relation 
of present capitalization to actual investment or fair value, (4) 
whether or not the present financial structure was adequate for 
future needs, and (5)—and most important—whether or not 
the Burlington could declare dividends from invested surplus 
acquired from earnings during a period when regular dividends 
had been paid. 

While the ultimate decision as to valuation, and hence the 
ultimate basis of financial regulation, still remains with the 
courts, and will be with them until the present physical valuation 
now in process by the Commission is completed, this by no 
means precludes the examination of matters of valuation by 
the Commission as they are presented to it in connection with 
an application. 

t Finance Docket No. 1069, I.C.C., sheet 6. 
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In the present case, the Commission was at some pains to 
compare the physical value claimed by the road with the capital 
outstanding, and to trace the flow of net income for the last ten- 
year period. Its purpose was to find an adequate basis for 
determining the actual surplus, from which the new issue was 
expected to be made. 

The state of Nebraska was the only objector to the applica- 
tion, and it did not deny the existence of the property values 
claimed, and the Commission was inclined to accept the same 
view, with the qualification that “allowance should be made, 
however, pending the valuation of the applicant’s system, for 
shrinkage of book values, so that the adjusted capitalization 
will not leave the applicant with an inadequate actual surplus.’” 

The Burlington decision.—The decision? of the Commission 
dealt with each of the main points at issue, and among other 
things acknowledged: (1) the existence of a “‘great uncapitalized 
surplus,” which had been accumulated under regulated rates. 
It also found that there was no proof that the rates had been 
excessive. (2) That the existing capitalization was far below 
the actual investment or any fair value for rate-making purposes 
which the Commission may subsequently fix under the Valua- 
tion Act. (3) That the increase in capitalization following a 
grant of authority would still leave the total below the actual 
investment and probable fair value of the property devoted to 
public service. (4) That a sufficient surplus for corporate pur- 
poses would still remain if part of the surplus were capitalized. 
And (5) that the old financial structure was obsolete and inade- 
quate, and that new form of mortgage and a larger stock base 
to meet the requirements of statutes governing investments by 
savings institutions in various states was necessary. 

On this basis the proposed stock dividend was authorized, 
but the bond issue was denied. This denial rested on the 

t Ibid. 

2 The following commissioners participated in the decision of the Burlington 
case of February 28, 1921 (Finance Docket No. 1069, I.C.C.): Clark, chairman, 
McChord, Meyer, Hall, Daniels, Aitchison, Eastman, Potter, and Ford. The 
majority authorized the $60,000,000 stock dividend, but denied the bond issue. 


Commissioners Clark, Daniels, Potter, and Ford believed the bonds should have 
been authorized. Commissioner Eastman would have denied both issues. 
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debatable ground that the increase in fixed charges which would 
result was an unnecessary burden to the road. The Com- 
mission believed that such increases should be borne by the 
northern roads, since they would be primarily incurred to allow 
the Great Northern and Northern Pacific to retain control of 
the Burlington. 

The majority of the Commission was convinced that the 
refunding could be accomplished by the northern roads alone 
at a reasonable rate by the issuance of bonds secured both by 
mortgage on those roads and by the pledge of the Burlington 
stock, as in the original purchase, and they incorporated this 
opinion in the decision. 

Commissioners Clark, Potter, and Ford did not share the 
majority opinion, and their judgment was found to be sound, for 
the second plan which was formulated and presented by the 
northern lines on April 11, 1921, carried an even higher interest 
rate than the first application of the Burlington. These com- 
missioners wished to have the Burlington bonds approved, 
believing such an order would better serve the public interest. 

Important minority opinions in the Burlington case ——Com- 
missioner Daniels in dissenting from both findings of the major- 
ity, held that the permission granted would largely be ineffectual, 
because the benefits of the stock issue authorized would be 
remote, while that of a bond issue would have been immediate. 
Since the Burlington is jointly owned by the northern roads, he 
thought it an essential error to treat this road as a separate 
entity. The Burlington is practically the strongest member of 
the group, and therefore since the plan proposed would make it 
a joint obligor with the others in refinancing the maturing obliga- 
tions, the resulting issue would have an unusually favorable 
position in the market. This reasoning is undoubtedly sound, 
as was his conclusion that high rates of interest are a result of 
universal dearth of capital seeking investment, as compared with 
the current demand therefor. An opinion was expressed by 
counsel during the hearings that such high rates were due to the 
action of groups of bankers. 

In a long and detailed opinion opposed to any phase of the 


capitalization of surplus, Commissioner Eastman held that the 
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saving in interest (which he considered the principal argument 
in favor of the Burlington plan) was not based on sound reason- 
ing; and he attempted to examine the matter from the stand- 
point of the original stockholders. He believed that these 
stockholders would not insist on a doubling of their return at 
a time when the railroads were struggling against a temporary 
tide of depression. He also called attention to the fact that the 
real question is one of a distribution from surplus, and that no 
right of such issue rests with the roads. It is a privilege, subject 
to the authority of the Commission. ‘The majority later adopted 
this view and incorporated it in the Lackawanna decision. Com- 
missioner Eastman also pointed out that a sound policy would 
accumulate surplus coincident with payment of dividends in 
any railroad enterprise. 

Commissioner Eastman also took the stand that no absolute 
right of ownership of surplus rests in the hands of the roads. 
He said that: (1) The property is dedicated to a public use and 
(2) the public might have prohibited the acquisition of 2 surplus 
except for purposes of improvement by the simple expecient of 
not allowing rates high enough for one to accumulate. A’: he 
holds, the matter of “fair value” is yet indefinite. Value, as used 
by the courts, is different from customary usage. It is an open 
question whether property acquired from excess earnings is to 
be treated differently from other property in valuation for rate- 
making purposes. A trust in connection with the surplus rests 
with the Commission, and while the applicant may have a right 
to returns based on the surplus, the body of value itself cannot 
be turned into stocks and bonds without the commissioners’ 
approval. 

Commissioner Eastman also quotes and criticizes certain 
other minor reasons offered in support of the issue of the pro- 
posed stocks and bonds, which are worthy of careful consider- 
ation: 

1. The claim that a more modern and flexible mortgage can 
be secured, based on this issue of stock, and so an adequate 
provision made for the bond issue. Commissioner Eastman 
holds it is necessary to distinguish between the real and the 
apparent foundation in such cases. No real values are created 
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by such processes. Inflation of the capital base adds no new 
property to the road. 

2. The claim that it will encourage investment in railroad 
securities. This can best be secured by conservative manage- 
ment, and will not be aided by manipulation of securities. 

3. The claim that denial would cause stockholders to want 
all future surplus distributed. This is not based on fact, he 
believes, as a railroad’s credit position is enhanced by the accu- 
mulation of surplus, rather than impaired. 

Before this case came before the Commission, Professor 
Bonbright' had pointed out the weakness of this same argument. 
It assumes that the past high earnings could have been paid 
as dividends in cash. While this may legally be true, it is practi- 
cally doubtful, according to Professor Bonbright, for roads would 
not have dared to distribute cash to such an extent as to impair 
their property, because of the danger of incurring public ill will. 

4. The claim that because paragraph 6 of Section 5 of the 
Transportation Act provides that, on consolidation, the capital- 
ization “shall not exceed the value of the consolidated proper- 
ties,’ the Commission should encourage the gradual adjustment 
of the capital of the carriers to the value of the properties. This 
is based on a mistaken interpretation of the words “shall not 
exceed,”’ and should not be considered, Commissioner Eastman 
believes, as these words do not coincide with the words “shall 
equal.’’ There is no reason to believe that the consolidation of rail- 
way properties will necessitate a capitalization of surplus reserves. 

Commissioner Ford, in dissenting, believed that the essence of 
the proposition was whether the Commission should facilitate 
and conserve the present relations between the three roads and 
to help them to obtain financial accommodations on favorable 
terms. He desired to authorize bonds as well as stock. 

A pproval of owning lines’ plan for the same refunding pur pose.2— 
When the northern lines a month later developed and presented 


t J. C. Bonbright, ‘‘ High Finance on the Railroads,”’ Nation, December 8, 1920, 
Vol. III, pp. 637-38. 


2 Finance Docket 1374, 1.C.C. The Commission advises that the decision 
will be permanently reported in Vol. LXVII, J.C.C., p. 458. 
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their own plan for the same purpose of refunding the maturing 
obligations, the Commission approved their bond issue,’ even 
though it was made at much greater expense. The approval 
was largely on the ground that the Great Northern and Northern 
Pacific were rightly assuming the obligation rather than burden- 
ing the owned road, and hence that it was proper for their joint 
bonds to be used for the purpose. 

The Commission examined the outstanding capitalization of 
the Northern Pacific and the Great Northern, the price they 
were to receive for these bonds, and approved the capitaliza- 
tion of extensions by the Northern Pacific. It also approved 
a new type of mortgage for the Great Northern, so that the 
two roads could share equally in the obligation. 

Commissioner Eastman again dissented from the finding of 
the majority, in the belief that a less expensive plan would be 
approved by the old security holders, not from charity, but 
from their own “enlightened self-interest.’”’ They were, however, 
given no opportunity to investigate such an alternative. 


THE LACKAWANNA STOCK DIVIDEND? 


The second important decision on the matter of capitalizing 
surplus is that for the Delaware, Lackawanna, and Western 
Railroad, which shares with the Burlington the honor of being 
one of the two most profitable railroads in the United States. 

This road made large profits from the mining end of its 
business, as well as from its operations as a carrier, and in the 
course of its long life a book surplus had been built up aggregat- 
ing $90,500,000, in spite of the fact that large dividends had 
always been paid. ‘The Lackawanna asked permission to capital- 
ize this entire surplus, and then to issue it as a stock dividend. 
If the full amount had been authorized, it would have made a 
200 per cent stock dividend on the outstanding stock. Even 
as authorized, the dividend was too per cent, for on April 18, 

t Finance Docket No. 1374,1.C.C._ Submitted April 11, 1921, decided April 21, 
1921, amended May 6, 1921. 

2 Finance Docket 65, I1.C.C. References are to sheets of the advance copies 


of the decision. The Commission advises that the decision will be permanently 
reported in Vol. LXVII, J.C.C., p. 426. 
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1921, the Commission granted the right to capitalize $45,000,000 
of the surplus, or about half the amount asked for. 

The point of interest to us in this case is the kind of property 
which the Commission was willing to include in the capitalization. 

The principal facts were as follows: The Lackawanna is a 
prosperous road, having its genesis in the Liggett’s Gap Railroad 
Company, organized in 1832 to build and operate a railroad from 
what is now Scranton, Pennsylvania, northerly to the New York 
State line. 

Coal began to move over its various divisions in 1851, and 
the road’s later prosperity is coincident with the development 
of the anthracite industry in eastern Pennsylvania. A major 
part of its lines are leased in perpetuity, rather than owned 
outright. 

Prior to 1900 the entire road, including its controlled mileage, 
was not properly equipped to handle freight other than coal, but 
since 1900 the company has reinvested large portions of its excess 
earnings in the modernization and extension of its lines. They 
have been developed to a high state of efficiency. 

Outstanding capitalization and property values.—The par value 
of Lackawanna stock in the hands of the public at the time of 
this application amounted to $42,220,550, and of bonds only 
$102,600. Lines under lease to the Lackawanna have outstand- 
ing $44,811,710 of stock and $52,697,657 of bonds, upon which 
the Lackawanna pays yearly rentals of over $5,000,000. This 
gives the stocks of the leased roads practically the status of 
bonds. It means that the Lackawanna’s obligations amount 
to 42,220,550 of stock and $98,611,967 of funded debt, or total 
securities of $140,832,517. 

Length of line operated by the Lackawanna is g60 miles. 
The entire system, including second, third, fourth, and switch 
tracks has approximately 2,700 miles of tracks, of which about 
30 per cent are owned, and about 70 per cent leased or con- 
trolled. Per mile of road the capitalization therefore amounts 
to nearly $150,000, a very high rate. 

When the Commission attempted to compare the outstand- 
ing stock with the value of the property, it met the usual diffi- 
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culty of incomplete early records. The cash value of the 
proceeds of stock sales appears on the books as $41,870,962.50, 
but nothing indicates what proportion was paid for in cash, 
what by service, or how much by other property. But stock 
dividends of nearly $11,000,000 are known to be included. 

After a detailed comparison of the book value of the property 
and the stock, a fair conclusion of the amount paid in sacrifice 
was held by the Commission to be not in excess of $30,980,950. 
On the stock large dividends have been paid—averaging 12.8 
per cent for sixty-six years. In 1909, the road paid a 72 per 
cent cash dividend; in 1917, 22} per cent; and 20 per cent in 
every other year from 1905 to 1919. 

Income and surplus.—Since 1853, the road has enjoyed a 
total net income of nearly $315,000,000. Over $210,000,000 of 
this has been paid out as dividends, and $14,000,000 as interest, 
leaving this book surplus of approximately $90,500,o0o—an 
amount but 8 per cent less than its total funded debt. None of 
the surplus had been capitalized prior to the current application. 

The book surplus is made up of: (1) investments in its own 
road, (2) of investments in mining and other non-operating 
properties, (3) of railroad stocks and bonds, (4) of stocks and 
bonds of other properties, and (5) in “advances to leased lines.” 
It also includes current assets above current liabilities, and net 
accounts with the United States Railroad Administration, but 
these are of negligible importance. 

It is the full amount of this surplus which the road hoped to 
capitalize and issue as a stock dividend. If the full amount had 
been authorized, it would have amounted to a 200 per cent stock 
dividend on the amount of the Lackawanna stock outstanding. 

Statutory obstacle to increase of capitalization.—The constitu- 
tion of the state of Pennsylvania, which was adopted after the 
formation of the road, requires that no carrier may engage in 
the mining of coal for sale, if it is to be allowed to benefit under 
any general or special law of the state. 

On February 9, 1901, the state legislature approved an act 
which allows a corporation which has been created by a special 
act of that body (the Lackawanna was created by a special act) 
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to increase its capital stock, provided it has the consent of a 
majority of its stockholders. This allows such a corporation 
to gain relief from some of the previous limitations of its charter. 

If the Lackawanna were to be allowed to issue the stock 
dividend applied for at this time, it would therefore be necessary 
for it to cease mining coal, for sale, and this it planned to do. 
The road planned to divest itself of the mines, probably to “per- 
sons who now hold its stock’* in order to come within the 
provisions of these laws. Counsel for the road stated the 
Lackawanna had not previously attempted to increase its stock 
because of these restrictions. 

By selling the mines to a new corporation, taking its stock in 
payment, and distributing this stock to the Lackawanna stock- 
holders as a dividend, the road believed it would receive the 
best possible price for the properties. 

With this legal disability removed, the road claimed the 
right to capitalize the full amount of its surplus and to issue 
these securities as a stock dividend. 

Arguments in support of the stock issue—Among the reasons 
advanced in support of the proposed issue were the following: 
(1) That refusal to grant the authorization would discourage 
public investment in railroad securities, since some inducements 
must be offered investors in railroad stock to make up for the 
security and certainty of principal and interest which is offered 
by mortgage bonds; (2) that denial would cause stockholders to 
demand hereafter the distribution of surplus as dividends instead 
of allowing it to be used for betterments and extensions;' (3) 
that present returns were excessive on the outstanding capitaliza- 
tion of the road, and a greater issue of stock would tend to allay 
distrust and suspicion on the part of the public, because the 
present large rate of return would be reduced when spread over 
the larger capitalization; and (4) that the capital of the road 
should be increased so as to equal the value of the property. 
This last was urged under the provisions of Section 5 of the 


* Finance Docket No. 65, I.C.C., sheet 8. 
* See note regarding Professor Bonbright’s criticism in the Nation, December 8, 
1920. 
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Transportation Act, which states that, on consolidation, the 
capital of a new company shall not exceed the value of the sepa- 
rate properties. This claim was of no real importance and was 
at once rejected. 

Points at issue in the Lackawanna case.—As distinct from the 
determination of the mere existence of the surplus, which had 
of course to be done here as in the Burlington case which we have 
considered, the issues in the Lackawanna case concerned: (1) 
The type of property represented by the surplus which the road 
may capitalize, (2) whether or not a right to such issue rests 
with the road, and (3) whether or not an implied trust exists 
that funds acquired from earnings should be left in the business 
or used for the public benefit. 

Decision in the Lackawanna case.—The Commission found 
that authority to issue stock cannot be claimed as a right by a 
carrier. Authority to approve or deny such issues rests within the 
discretion of the Commission. “If applicant is lawfully entitled 
to earn a return upon the fair value of the property acquired 
out of surplus, this right will persist, whether or not the stock 
issue is permitted.’ 

It also held that there was no proof that this surplus was the 
result of excessive charges, even though a part of it was accumu- 
lated prior to regulation: holding that where surplus results from 
rates not regulated by the state, it is the property of the company, 
and no implied trust exists that funds so acquired be left in the 
business or used for the public benefit. Such an application of 
the doctrine of implied trust would only penalize those carriers 
who came nearest to benefiting the public by extending and 
improving their roads out of surplus in the early days of the 
industry—at a time when the public needed the extensions and 
had put in effect the policy of laissez faire in order to encourage 
such development. This reasoning was held, however, not to 

t The following commissioners participated in the decision of the Lackawanna 
case of April 18, 1921 (Finance Docket No. 65, I.C.C.), Clark, chairman, McChord, 
Meyer, Hall, Daniels, Aitchison, Eastman, Potter, and Esch. Commissioner 
Eastman dissented from the views of the majority and filed a separate dissenting 
opinion, 

2 Finance Docket No. 65, I.C.C., sheet 8. 
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warrant the authorization of issuance of securities merely upon 
a showing of invested earnings: Part of such earnings should be 
held for emergency needs. 

In answering the contention that it would be detrimental 
to the interests of the stockholder to hold this surplus, the Com- 
mission did not share the applicant’s apprehension. Such a 
reserve was held to be a direct benefit to the stockholder. It not 
only protects his dividends and the market value of his stock, 
but also his pro rata share of assets available in the event of 
dissolution. 

In examining the make-up of the surplus, the Commission 
was willing to authorize the capitalization of only one-half the 
amount asked for. It laid down certain definite statements of 
policy in regard to the kinds of property which may be included 
in such capitalization, and these make up the vital part of the 
Lackawanna decision: 

Restrictions as to types of property —1. Stocks and bonds of 
other companies, when no direct corporate relations exist between 
these companies and the applicants, should not be capitalized, 
since they are not needed in the operation of the property. In 
the present case, the leases of lines covered by these securities 
are in perpetuity, and no stock ownership is required to maintain 
them. 

2. Stocks and bonds of other industries and of the govern- 
ment are flexible. They should not be capitalized, as the 
securities themselves could be distributed, if desired. (One of 
the separate opinions' objects to this view on the ground that 
the securities mentioned could be used as collateral security for 
the new issue.) 

3. The net account with the United States Railroad Adminis- 
tration should not be capitalized, since it is merely an unadjusted 
balance. 

4. Likewise investments in non-operating properties, as they 
are of no known use in connection with the transportation 
industry. 


*Commissioner Daniels, concurring, but on a different basis. Finance 
Docket No. 65, I.C.C., sheet 16. 
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5. Nor should excess of current assets over current liabilities 
be capitalized, as they are necessary for the operation of the road; 
nor any amounts for mining materials and supplies since these 
would soon be sold. 

6. But the surplus invested in railroad property owned by 
the applicant may be capitalized, as well as the items called 
“advances to leased lines.” In the latter case, however, the 
Commission made the provision that such advances should be 
covered by evidences of indebtedness from the leased lines to 
the applicant. 

This policy definitely limits the capitalization of surplus to 
the amount of the actual property investment of the carrier, or 
by greatest extension to its own property and that of closely 
related lines necessary to its existence as a carrier. 

Extent of the dividend.—The amount of the surplus specifi- 
cally allowed to be capitalized in this case was $45,000,000 and 
permission was also given to issue this as a stock dividend. This 
purpose was found to be for a lawful object, compatible with the 
public interest, and reasonably necessary and appropriate for 
such purpose. As issued, it amounted to a stock dividend of 
100 per cent. 

The remainder of the surplus above this sum was left in its 
existing form. 

Comment from the dissenting opinion.—Commissioner East- 
man, who is fundamentally opposed to the majority view favor- 
ing the capitalization of surplus on the ground that the public 
has avested interest in such property, in dissenting from the major- 
ity opinion in the Lackawanna case, called attention to the “curious 
notion that property or wealth, shown only in the form of surplus 
accumulations, is ‘concealed’ and can only be brought to light 
by the declaration of stock dividends.’’* This was one of the 
arguments advanced by the road in support of its claim, and is 
indicative of the shallow basis on which the claims of the Lack- 
awanna really rest, or at least of the dearth of material to advance 
in support of such claims. 

* Commissioner Eastman’s dissenting opinion, Finance Docket No. 65,1.C.C., 
sheet 24. 
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FUNDAMENTAL DIFFERENCES 

The fundamental differences in these several cases may be 
reduced to a very few. Outside of the routine matters of actual 
determination of the existence of a surplus, and of ascertain- 
ing the methods by which it came into existence (which would 
have to be examined in any event), the principal problem 
resolved: 

1. Around the legitimacy of turning surplus accumulations 
into a form of capital which would pass out of the direct control 
of the railroad corporation and into the hands of owners. 

2. The possibility that this new capital, after having been 
issued, would be used as a basis for future rate-making, loomed 
large and helped to make the situation difficult. One group 
of able men hold that it is unjust to ask the public to provide 
both the capital and the return. These men point out that the 
Supreme Court of the United States has not yet determined 
whether or not property acquired from surplus should be included 
in determining the “fair value’ upon which rates are to be based, 
and believe, assuming a favorable decision in this matter, there 
is no precedent to guide rate-makers in providing returns on the 
two types of capitalization—one supplied by the stockholders 
and the other by the public. Should such returns correspond 
to each other or not ? 

The present desire of the railroads to capitalize this surplus 
is viewed as a desire for official recognition of the fact that the 
surplus is entitled to the same consideration in rate regulation 
that is accorded to capital investment. Will this impose upon 
the public a double charge for transportation? What limits 
could there be to such a rate structure ? 

3. The third matter in dispute is the legitimacy of issuing a 
type of security which will increase the fixed charges of the roads. 
The Burlington’s bonds wouid have increased the road’s fixed 
charges immediately by more than 65 per cent, and to this 
amount more would have been added when contemplated better- 
ments were completed and the remainder of the bond issue was 
sold. Burlington officials claimed such excellent earnings for 
their road that its credit position would not be impaired by the 
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addition of the $4,800,000 annual fixed charges, but Professor 
Bonbright has called our attention to the absurdity of such 
claims." The same arguments were offered in support of the 
Alton’s recapitalization scheme a few years ago, he says, yet the 
Alton suffered one of the most miserable financial fiascos of 
recent years after putting the plan into effect. As soon as 
business depression arrived, the fixed charges on the bonds which 
it had exchanged for stock, and those with which it had capital- 
ized surplus, proved too much for its impaired earning capacity. 

Claims of excellent earnings are apt to be optimistic and to 
overlook the necessity of preparing for hard times and unforeseen 
emergencies. ‘Every penny of fixed charges weakens, by so 
much, the ability of a company to face such emergencies.” The 
force of this argument is somewhat weakened by the actual posi- 
tion of the Burlington during the pending of the application we 
have been considering, for the plan was prepared and offered at 
the lowest point in the recent depression, when the road was 
serenely riding the worst business storm in years. 

Bond issues of this type are generally felt to be justified only 
when necessary to secure additional capital, and never when 
assumed merely to pay dividends. 

4. The fourth problem therefore is: What is a proper use of 
the proceeds of bond issues? Can an owned road assist its con- 
trolling owners in refinancing their controlling interest? Also, 
would a separation of the old community of interest between the 
Great Northern and Northern Pacific and the Burlington be 
detrimental to the future prosperity of the roads? All these are 
fundamental questions, but it is by no means certain that a refusal 
to authorize the Burlington to furnish the assistance to its owners 
that was requested in this application would change the existing 
relations between the roads, or, now that the Commission has 
refused, that it has made the slightest measure of difference. 

Opinions favoring the bond issue sound.—If we grant that the 
stock dividends were justified, and I see no fundamental grounds 
for denying this, can we reasonably withhold approval of the 
bond issue? Its immediate effect would have been greater on 
1 J. C. Bonbright, Nation, December 8, 1920, Vol. III, pp. 637-38. 
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the roads concerned than that of the stock dividend. Refinan- 
cing was an immediate need that could not be delayed without 
serious harm. Now that the later and more expensive plan of 
the northern roads has been put into effect, the opinions of Com- 
missioners Clark, Potter, Daniels, and Ford, who favored the 
Burlington bond issue, are seen to have been justified. 

We reach our ultimate goal sometimes by a method of elimi- 
nating the outworn policies of the past. The progress of many 
sciences is marked by the things which have been left behind. 
In the case of the United States Supreme Court, soundly 
expressed minority opinions have so frequently become the basis 
for majority opinion in later cases that it is customary to weigh 
separate opinions as carefully as the effective decision itself, 
when examining all the possibilities of a situation. 

I therefore believe it will be only a matter of time before 
the Interstate Commerce Commission adopts at least part of 
the minority views we have examined. 

Is a corporation always distinct from its stockholders ?—The 
Burlington bond issue was felt by the Commission to promise 
no public benefits which would outweigh the dangers involved, 
but the statement that the results would inure to the benefit of 
“parties other than the applicant”’ appears to me to be much 
too vague a pronouncement. The parties to be assisted in this 
case were the real owners of the road, as pointed out by Com- 
missioner Potter in his opinion dissenting as to the denial of 
the bond issue. 

The Commission has clouded the essential facts by speaking 
of the owners as “other parties.’”” They have added an unneces- 
sary and confusing concept to the legai distinction between the 
corporation and its stockholders. Can the child not help his 
father, even though grown to manhood and occupying a dis- 
tinguished place in the community? Are the real relations of 
stockholders and corporation so divergent that one must ignore 
the other save only within the strict legal limits of their duties ? 
Ii we must stretch our doctrine so far, we have indeed brought 
about the sort of impersonal relations in industry that must 
eventually take out of our corporations whatever of the human 
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element remains, and so lay our system bare to further attack 
on the general ground of being soulless. 

Dividends and surplus accumulations.—As between the appli- 
cations of the two roads before us, the Burlington had the better 
position in asking for permission to capitalize its surplus, since 
it had paid only small dividends during the period in which the 
surplus was set aside, while the Lackawanna had consistently 
paid a very large dividend rate during its entire history. This 
rate was both relatively and absolutely high, since the capitaliza- 
tion per mile of line is much greater in the case of the Lack- 
awanna than in that of the Burlington. Undoubtedly some of 
the early rates charged by this road were excessive, and some 
of its surplus was accumulated under such high rates, but the 
view of the Commission is unquestionably sound, that the 
public had allowed unusually high rates in the early days in 
order to encourage the development of the roads. 

Property rights in the surplus.—Of the three possible methods 
of interpreting the property rights which arise in connection with 
the surplus accumulations of the railroads, as mentioned at the 
beginning of this inquiry, the Commission has taken the stand 
that the first is the only legitimate one: i.e., that such earnings 
belong outright to the road because they were earned by efficient 
operation. Where they were earned under regulated rates, the 
Commission found no reason to believe such rates were excessive; 
and where the surplus arose before regulation was put into effect, 
as was the case with part of the Lackawanna’s fund, it was con- 
ceded that the public would not have allowed such rates unless 
it were to receive a substantial gain from the service afforded. 

The Commission rejected the doctrine that such surplus 
belonged either directly or indirectly to the public, or that any 
implied trust existed which would compel such indirect use of 
the fund. 

The argument that such action will result in a vicious circle, 
first of capital increases and then of rate increases, in order to 
show earnings on the total capital, which will cause still more 
surplus earnings to emerge, which will again make it necessary 
to increase the capitalization, demanding yet further rate 
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increases in order that earnings may be shown, and so on, is 
based on a false premise. It overlooks entirely the fundamental 
maxim of the modern school of rate regulation: That before 
changes shall be made in the rate structure, adequate investiga- 
tion shall be had of all the essential facts. 

When our commissions hear the entire cause before making 
an adjustment, they must of necessity consider not merely the 
amount of the capitalization outstanding, but also its source. 
This they have been doing in all recent decisions, and so long 
as they continue to do so, the vicious circle will not come into 
existence. Therefore the public will not have to bear a double 
charge for railroad service. 

More than that, the Interstate Commerce Commission is 
definitely committed to a plan of building on the best work of the 
past, rather than attempting to start a whole new scheme. 
Open-minded conservatism in reshaping the old policies to fit 
new conditions is the only ultimately sound basis of progress. 
Our difficulty with the use of the word “conservative” is that 
we have interpreted it as “‘hard-shelled obstructionist’’ or some- 
thing of that sort, and in the effort to find a good word to express 
the idea, we have lost the vital spark of truth. 

Effect on the public-—At least one important part of the 
decisions will not be possible to evaluation until a considerable 
time has elapsed: Just what effect has the granting of a stock 
dividend in a period of financial stress had on the public mind ? 
Has public distrust and suspicion of railway securities been 
increased or diminished? This is a matter on which the offi- 
cials of the roads had considerable doubt, as witness their claims 
in support of the Lackawanna application. 

Only a few months before, the people had submitted to a 
horizontal increase in both freight and passenger rates on the 
plea that the old rates were inadequate to support the railroad 
service. Even granting the inadequacy of the rates for the rail- 
road system as a whole, may we not reasonably conclude that 
the public is justified in objecting to granting such increases to 
all the roads, when as a matter of fact a few of them like the 
Lackawanna were so prosperous as to be truly opulent ? 
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CONCLUSION 


The Interstate Commerce Commission has been injected into 
the situation at an unusual time, but it has undertaken its 
responsibilities in a thorough way that should result in ultimate 
success, even though we may not believe that these early deci- 
sions have gone far enough. 

The old opinion against the capitalization of any part of a 
company’s surplus was undoubtedly warranted in view of past 
experiences. However, if our belief in the fundamental sound- 
ness of our present regulation is justified, the real cause of anxiety 
over the evils of surplus capitalization has been removed, because 
no such reserve will be impaired in a way that will imperil the 
financial structure of the carrier, so long as proper investigation 
is first made of the purpose of any proposed recapitalization. 

Commissioner Eastman, who has already been quoted as 
antagonistic to the whole matter of capitalization of surplus, has 
sounded a constructive warning as we approach this difficult 
problem of security regulation, and I present it here as the best 
expression of the opposite view of the matter appearing in either 
of the decisions we have just considered. The Commissioner 
says: 

It is, I think, a matter of regret that the exercise of our new powers of 
supervision over the issue of railroad securities should be marked in a period 
of financial depression by approval of the declaration of stock dividends 
by carriers which have refrained from declaring such stock dividends in 
past years of prosperity when such supervision did not exist. Without 
increasing the volume of railroad property, it is proposed to increase the 
volume of railroad securities at a time when such securities are a drug on 
the market. Undercapitalized railroad corporations are a source of strength 
to the nation, and they are all too few." 

The entire financial world is interested in these decisions, for 
they will set a precedent of far-reaching consequence. To quote 
again from Professor Bonbright: “For what the Burlington and 
the Lackawanna are permitted te do can hardly be denied to 


other roads similarly situated.” 
H. F. CLark 


UNIVERSITY OF WISCONSIN 


* Finance Docket No. 65, I.C.C., sheet 24. 








THE PREVALENCE OF DUMPING IN 
INTERNATIONAL TRADE. II 


BELGIAN, FRENCH, AUSTRIAN, CANADIAN DUMPING 


The export practices of other continental countries have not 
been subjected to as close or as critical examination as those of 
Germany, so that there is available but scanty material upon 
which to base conclusions as to the prevalence of dumping in 
these countries. But the combination of circumstances which 
especially favored the development of export dumping in Ger- 
many on a systematic and extensive scale, namely, the growth 
of large-scale manufacturing industries operating under unified 
or syndicated control and enjoying high tariff protection in the 
domestic market, were not present to nearly the same degree in 
the remainder of the Continent. In most of the continental 
countries manufacturing for export was either comparatively 
unimportant or was largely confined to the production by small 
concerns of individualized products under conditions not far 
removed from the handicraft stage. It is not to be expected, 
therefore, that dumping should be found to be as prominent in 
the export trade of these countries as of Germany. Such 
evidence as is available appears to justify the conclusion that in 
these countries dumping in the export trade was practiced on an 
extensive scale only by such producers as were operating under 
conditions closely similar to those governing the syndicated 
German industries, namely, large-scale machine industry, syndi- 
cated control, and a protected domestic market. 

In some respects conditions most closely resembling those of 
German manufacturing industry were to be found in Belgium. 
There were in this country many important large-scale manu- 
facturing enterprises, organized into producers’ syndicates 
closely modeled after the German kartells. But these syndicates 
exported so large a proportion of their total output, and the 
domestic market in many cases was relatively so unimportant, 


796 






































DUMPING IN INTERNATIONAL TRADE 797 


that there was little to be gained from an attempt to maintain 
domestic prices on a permanently higher level than those prevalent 
in the important export markets. Moreover, the Belgian tariff 
was too low, and the Belgian market too close to Germany, 
France, and England, to permit of the maintenance of prices in 
the domestic market substantially higher than the export 
prices—often dumping prices—of the producers in these countries. 
The conditions were in these important respects unfavorable, 
therefore, to the practice by Belgian producers of dumping on a 
systematic and substantial scale.’ Some of the most important 
of Belgian industries nevertheless found it practicable to resort 
to dumping either intermittently or on a permanent basis, and 
in several instances export bounties, both to direct exporters 
and to domestic manufacturers buying materials for further use 
in manufacture for export, were employed. Among the indus- 
tries which resorted more or less systematically to dumping were 
the iron and steel, coal, cement, plate glass, canned vegetables, 
and earthenware syndicates, all of them among the leading 
industries of Belgium.? Because the domestic market was 
relatively unimportant for some of these industries, Belgian 
dumping occasionally took the form of the sale of Belgian 
products at lower prices in distant foreign markets than in other 
export markets which were closer by and were “standard” 
markets for Belgian products.’ 

1 Cf. G. De Leener, L’Organisation Syndicale des Chefs d’Industrie, Brussels, 
1909, II, 274, 433. Cf. especially, p. 433: ‘“‘La Belgique, 4 défaut de protection 
douaniére suffisante, présente peu d’exemples caractérisés de la pratique du ‘dump- 
ing.’ ” 

2 For evidence of Belgian dumping, see U.S. Dept. of Commerce, Monthly 
Consular Reports, May, 1905, p. 143; Cooperation in American Export Trade, 
Part I, pp. 180, 222, 307; Selling Foreign Manufactures in the United States, 
Part I, pp. 10, 11, 13; G. De Leener, op. cit., I, 80-85; II, 430-34. 

3 The following account of the export price methods of the Belgian plate-glass 
industry, taken from Selling Foreign Manufactures in the United States, Part I, 
pp. 10, 11, illustrates the practice of price-discrimination between different export 
markets: 

“The Belgian home market is exceedingly small. I estimate its consumption 
to amount to less than 5 per cent of the Belgian production—and your purpose will 


probably be more equitably served by a comparison between the syndicate prices 
for the United States and those for England, which latter country, because of its 
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The greater part of the export trade of France consists of 
articles made by hand, or if made by machine, manufactured 
on a small scale in varied styles and designs and without much 
utilization of expensive plant or machinery. In many cases 
the exports are artistic specialties and novelties made to indi- 
vidual patterns and not subject to keen competition from other 
countries on a price basis. Under such conditions of manu- 
facture, the labor cost and the cost of materials together comprise 
nearly all of the total cost, and these are not favorable conditions 
for the development of dumping on a comprehensive scale." 
But it would be reasonable to infer, from the general situation in 
other countries under like circumstances, that the few French in- 
dustries which are organized into producers’ syndicates, which are 
protected in the domestic market from foreign competition by 
high import duties, and which engage in the export trade, do 
resort to dumping either intermittently or continuously. Little 
evidence of such practice is to be found in French literature, 
but this is not conclusive. The voluminous French literature 
dealing with the policies and practices of trusts and industrial 
combinations enters into great detail in its discussions of the 
abuses of German kartells and American trusts but finds little 
or nothing to criticize in the practices of the French syndicates.? 


free trade and its very large consumption, is the recognized standard market for 
Belgian plate glass. . . . . The discounts granted on the same for shipment to 
the two markets are respectively: 








Polished Plate Glass, Ordinary Thickness (3 Inch) England /|United States 





Per Cent Per Cent 
Cut sizes, silvering quality, all sizes. sain sais Sian haice eeaten 20 30 
Cut sizes, glazing quality, above 20 and up to 100 square feet........] 30 and 24 50 and 5 
Stock sizes, glazing quality, 4 to 7 square feet. Fe EES 15 and 24 30 





“The difference in the selling price between the two markets, although quite 
noticeable, is far from what it has repeatedly been at previous times, when the 
outlet to the United States had to take care of a surplus production. At present 
the entire production of the syndicated factories is being reduced 60 per cent 
through mutual understanding, which makes aggressive selling prices on the United 
States market less urgent, as long as the present policy is considered expedient.” 

* Cf. H. O. Meredith, Protection in France, London, 1904, pp. 103-8. 

2 This may perhaps be explained by the fewness of powerful industrial combina- 
tions in France and by the greater measure of secrecy which surrounds business 
activities in this country as compared to Germany and the United States. (Cf. 
Cooperation in American Export Trade, Part II, p. 94.) 
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Most French writers on the export policies of trusts and kartells 
either are silent on the question of the practice of dumping by 
French syndicates or deny it outright. One writer, a member 
of the Chamber of Deputies and prominently identified with the 
formulation of French tariff policy, has even gone so far as to 
deny the legal possibility, under the Civil Code, of dumping 
by French producers." Another French writer claims that if 
instances of dumping by French syndicates are discovered, 
they will be found upon investigation to consist merely of the 
sporadic sale at sacrifice prices of casual overstocks, “un expé- 
dient essentiellement accidentel et passager,’”’ and not part of a 
systematic and continuous policy.” 

In spite of these disclaimers, however, French syndicates 
have at times resorted to systematic dumping, sometimes on a 
substantial scale. In 1886 witnesses before a British official 
commission complained of French dumping in the English 
market. The French iron and steel syndicates were established 
with a view to raising prices in the domestic market by restricting 
the amounts of their products offered for domestic sale, the 
balance of their output to be marketed abroad for whatever it 
would bring. The dumping which resulted led to the complaint 
by a French writer that France was being taxed to supply other 
countries with cheap iron and steel.4 In more recent years the 
pig-iron syndicate has commonly dumped its surplus output 
abroad during periods of depression in the domestic market, 
and the flax, hemp, and tow-yarn syndicates and the cotton-yarn 

t Jean Morel, ““Le Régime Douanier de la France,” Revue de Science et de 
Législation Financiéres, VII, 160. This claim is based upon article 419 of the 
Civil Code, which, literally interpreted, prohibits no price-practice involving 
reductions in price, unless misrepresentation or fraud is involved. Moreover, the 
French courts have shown great reluctance to apply this article, and appear to 
have established the rule that the use of fraudulent methods must be demonstrated 
before any price-practice will be condemned. (Cf. Report of U.S. Industrial 


Commission, XVIII, 88, 298; Francis Walker, “Policies of Germany, England, 
Canada and the United States towards Combinations, “‘ Annals, XLII, 185, 186). 

2 Charles Longuet, Des Syndicats d’Exportation en France, p. 25. 

3Great Britain: Commission on the Depression of Trade and Industry, 1886, 
Second Report, Minutes of Evidence (C. 4715), Part I, pp. 218, 286. 

4 Georges Villain, Le Fer, la Houille et la Métallurgie a la Fin du XI Xe Sieécle, 
Paris, 1901, as cited by E. D. Jones, Journal of Political Economy, X, 304. (The 
original was not available.) 
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syndicate have facilitated dumping by their members by granting 
them export bounties. The coal syndicate has not only granted 
export bounties to its own members, but it has extended them 
to the French manufacturers of metal and glass products upon 
purchases of coal for use in manufacture for export." 

In Austria export dumping, if the report of an American 
consul is to be accepted without reserve, has been the customary 
and normal practice of manufacturers engaged in the export 
trade.? The practice of dumping has been specifically attributed 
to the wire-tack, enamelled ware, and petroleum-refining syndi- 
cates.3 The Hauptkartell in the iron and steel industry facilitated 
exporting by its members at reduced prices by exempting exports 
from the production quota or limits assigned to the member 
concerns. The subsidiary kartells further facilitated dumping 
by granting export bounties to their members.4 The oil and 
the cotton-spinning kartells also granted export bounties to 
their members.‘ 

For other continental European countries, only a few reports 
of the practice of dumping have been found. Export bounties were 
used to facilitate export dumping by the cotton textile syndicates 
of Spain® and of Italy,’ and by several syndicates in the iron and 
steel industry in Russia.* 

In Canada export dumping is not widely prevalent, for the 
chief exports are the products of the extractive industries, 

* Cooperation in American Export Trade, Part I, pp. 227, 261, 262, 332. 4: 

2 Selling Foreign Manufactures in the United States, Part I, p. 9: “In the 
Vienna consular district, as in all other parts of Austria, the practice prevails of 
granting lower prices for export in goods that compete in the world’s markets. 
This practice is regarded as essential for the development and maintenance of export 
trade, and applies to all foreign trade, including that with the United States. 
So-called “export prices” are recognized as legitimate in Austrian commercial 
circles and are lower than can be obtained by domestic purchasers. Austrian 
manufacturers state that they can not meet the competition of the manufacturers 
of other nations in foreign markets unless they grant prices lower than those prevail- 
ing in the home market.” 

3 Report of United States Industrial Commission, 1901, XVII, 111 ff. 

4 Cooperation in American Export Trade, Part I, p. 230. 

5 Josef Grunzel, Economic Protectionism, pp. 227, 228. 

6 Selling Foreign Manufactures in the United States, Part I, p. 109. 

7 Cooperation in American Export Trade, Part I, p. 263. 8 [bid., p. 234. 
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which are typically produced on a small scale by thousands of 
scattered and unorganized individuals and are therefore not 
readily subject to systematic price-discrimination. This does 
not hold true of most of the products of the mining industry, 
which are produced under large-scale conditions and in some cases 
are under what approaches monopoly control, but there does 
not appear to be any reason to believe that these products are 
sold in Canada at higher prices than abroad.* Although there 
have developed in Canada under the shelter of a high protective 
tariff important manufacturing industries operating under highly 
concentrated control, few of these industries are able to compete 
outside their domestic market, even by resort to dumping, with 
the manufacturers of other countries. Export dumping has 
been a common practice, however, on the part of the flour- 
milling industry,” and the agricultural implement manufacturers.’ 
The ieading interest in the iron and steel industry from 1908 to 
1910, while receiving production bounties from the Canadian 
government, sold rails abroad at lower prices than in Canada. 
Protests were made to the government against this export 
dumping by various persons in Canada, and also by an English 
rail mill which suffered from what it regarded as unfair Canadian 
competition, and the government withdrew its bounties on 
rails not sold in Canada. The United States Tariff Commission, 
in the course of an investigation of the prevalence of dumping 
by foreigners on the American market, received a number of 
complaints of dumping by Canadian producers of harness 
leather, sole leather, and lumber.‘ 


«Cf. Abraham Berglund, ‘‘The Ferroalloy Industries and Tariff Legislation, ”’ 
Political Science Quarterly, XXXVI, 270 ff., for the practice of Canadian producers 
of ferrosilicon of maintaining in their domestic market prices lower than those 
obtaining abroad (i.e., ‘‘reverse dumping’’) in order to establish an artificially 
low base for the assessment of the American ad valorem import duties. 

2Canada: Report of the Board of Inquiry into the Cost of Living, 1915, 1,750 ff. 

3 Edward Porritt, The Revolt in Canada against the New Feudalism, London, 
IQII, pp. roo ff. 

4 Edward Porritt, op. cit., pp. 111, 133-36, 139; W. J. A. Donald, The Canadian 
Tron and Steel Industry, Boston, 1915, p. 153. 

8 Information concerning Dumping and Unfair Foreign Competition, 1921, 


pp. 13, 15. 
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American consuls reported that a Brazilian sugar syndicate, 
under the protection of an extraordinarily high import duty, 
exacted prices in the domestic market much higher than those 
charged in the export trade.‘ Of the important commercial 
nations there still remain to be considered only Japan, Great 
Britain, and the United States. 


JAPANESE DUMPING 


In so far as reported instances are concerned, Japanese 
dumping appears to have been confined to the export trade in 
cotton yarns. But until very recent years there were few other 
Japanese industries which were operating under the conditions 
which lend themselves to the practice of dumping, namely, 
large-scale, machine production under monopolistic control and 
receiving high tariff protection. The Japanese Cotton Spinners’ 
Association has at different times resorted to a variety of dumping 
practices in its endeavors to develop its exports to the Chinese 
market. In 1890 a report of a committee of this association sub- 
mitted a plan for exporting at a loss for five years with a view to 
gaining a hold on the Chinese market, the loss to be shared by all 
the member mills whether or not they took part in the export 
trade. The plan, apparently, was either at once rejected or was 
soon abandoned. In 1902 a system of export bounties, payable 
at six-month intervals, was established, but it broke down in 
fifteen days, mainly because the export houses demanded cash 
instead of deferred bounties. In 1908 the Association made a 
short-lived experiment with the novel device of introducing a 
lottery element into the export trade. Lottery tickets were 
inclosed with each bundle of yarn exported, and drawings were 
scheduled at periodic intervals, the prizes to the winning ticket- 
holder consisting of bales of yarn, with consolation prizes of 
“beautiful paintings or sets of fancy post cards to be presented 
to all lots remaining uncalled.” All the mills were to share the 
expense of the lottery in proportion to their total production of 
yarn. Drawings were held according to schedule in 1908, but 
the scheme was not successful in stimulating exports and was 


t Selling Foreign Manufactures in the United States, Part II, pp. 4-6. 
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abandoned in the same year. In 1909 the cash export bounty 
system was established, and it continued in effect until early 
in 1912. The bounties were at first granted only upon exports 
of yarn, but after protest from Japanese exporters of cotton 
textiles they were extended to exports of cotton cloth made 
from Japanese yarn.’ 


BRITISH DUMPING 


Sporadic dumping, or the export at reduced prices of casual 
overstocks, is infrequent in England, because British manu- 
facturers do not in general produce for stock in anticipation of 
orders not already on hand.? Nevertheless, there were in Great 
Britain, as in other countries, occasions when stocks did accumu- 
late, and on such occasions British producers were as likely as 
the producers of other countries to dispose of their surpluses in 
foreign markets at reduced prices in order to protect their 
domestic prices. 

In Great Britain monopolistic combinations of producers until 
very recent years have not been either numerous or important, 
but of late the world-wide trend toward such combinations has 
been evident in that country on a more comprehensive scale.‘ 
Partly because of the absence in general of such combinations, 
partly—probably mainly—because throughout a wide range of 

*U.S. Dept. of Commerce, Special Agents Series, No. 86 (1914), “Cotton 
Goods in Japan,” pp. 88-103. This section of the report concludes as follows: “A 
study of the way in which Japanese mills have cooperated to promote their export 
trade is not only interesting but may not be without value in the suggestions to 
mills in other countries, especially when they are faced with a surplus on a dull 
home market.” 

2 Cf. Selling Foreign Manufactures in the United States, Part III, p. 18: ‘‘ Manu- 
facturing is carried forward in this country [i.e., Great Britain] with greater reference 
to immediate demand than in the United States, and there is not, therefore, the 
accumulation of surplus stocks which periodically occur in America, and which 
may induce the manufacturer, in order to secure a ready market, to sell abroad 
at a lower price than at home.” 

3 Cf. the reported remark of an Edinburgh brewer, ibid., p. 15: “I have been 
‘dumping’ ale and beer on foreign markets all my life, whenever I have had a 
surplus.” 

4 Cf. Great Britain, Ministry of Reconstruction, Report of Committee on Trusts, 
1919; Cooperation in American Export Trade, Part I, pp. 77-98, and chapter v; 
G. R. Carter, The Tendency towards Industrial Combination, London, 1913. 
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those British industries which produce from expensive plant and 
with high fixed charges the British domestic prices are normally 
low enough to permit of a steady and prosperous export trade 
without resort to lower export prices, and partly because of the 
absence of protective duties on imports, there has been in recent 
times very little resort to or occasion for systematic and continu- 
ous export dumping on the part of British producers. 

This reasoning, however, may be carried too far. It is 
often taken for granted that the free trade policy of Great Britain 
makes impossible, or at least unlikely, the development either of 
industrial trusts or combinations able to charge monopoly prices 
to the English consumer or of export dumping on a system- 
atic and continued scale. The possibility of importing free of 
duty the competing producers of foreign countries, it is argued, 
makes it impossible for a trust to raise English prices above the 
competitive level in outside markets. It is similarly argued 
that the possibility of reimportation free of duty by British 
merchants of any products sold abroad at dumping prices 
makes continued export at prices lower than the domestic 
prices impossible.' That there is some flaw in this reasoning is 
apparent from consideration of the evidence that there has 
been in late years a quite extensive development of producers’ 
combinations, although probably not nearly to the same extent 
as in Germany and the United States, and that export dumping 
on a systematic and continued scale has been known to occur 
on the part of some of these combinations. The explanation, 
however, is not far to seek. If a British industry is, prior to 
combination, operating on a lower cost basis than similar indus- 
tries outside of Great Britain, a monopolistic combination of the 
British producers may be enabled even under free trade to raise 
prices to the British consumer by the difference between (a) 


™ Cf. F. W. Hirst, Monopolies, Trusts and Kartells, New York, 1906, pp. 106-7: 
“The consequence [of England’s free trade policy] is that . . . . we have hardly 
any cases of combinations strong enough to fix prices above their natural level; 
and none in which an English firm has made its price to the home consumer per- 
ceptibly higher than the price at which it sells the same article to foreign purchasers. 
For at the moment that such a policy were established it would pay English mer- 
chants to re-import the article from abroad.” 
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the British cost and (6) the lowest foreign cost plus the transporta- 
tion cost to the British market. In the absence of import duties 
a British monopoly may also be able as a continuous policy to 
sell abroad at prices lower than its domestic prices by the costs 
of transportation to and from the foreign market, including 
interest and insurance charges, plus an allowance for a reasonable 
profit to the original purchaser in the foreign market, before it 
need fear the reimportation of its dumped commodities.t For 
expensive commodities and for commodities sold in nearby 
markets an appreciable difference between the domestic and the 
export price will usually not be feasible. But for bulky com- 
modities, especially if they are sold to distant markets, there 
must be a substantial margin of difference between the domestic 
and the export price before the possibility of reimportation will 
become a real restraint on the practice of dumping. That the 
dumping of the German kartells was not always dependent 
upon the possession of a protected domestic market is demon- 
strated by the fact that among the most systematic and persistent 
of the German dumpers were the producers of shipbuilding 
materials, which were admitted free of duty into Germany.? 
The real restraint on export dumping in a free trade country 
is probably not so much the danger of reimportation of the 
dumped commodities as the fact that systematic and continuous 
dumping is generally a concomitant of the exaction from domestic 
purchasers of more or less exorbitant monopoly prices, and that 
in a free trade country the possibility of exacting such prices 
is generally closely limited by the potential competition of 
similar foreign commodities. As a matter of fact, many writers 
have been too ready to take for granted that wherever import 


«Cf. S. J. Chapman, Outlines of Political Economy, London, 1911, p. 179: 
“A monopolist may sell abroad at any price which differs from the home price by 
cost of carriage between the foreign market and the home market, if the monopolist 
produces in a free trade country..... Were the foreign price to drop below 
this level, the goods would be sent back to earn a profit out of the nigh home price.” 
This agrees with the statement made in the text if the export price is understood 
to be the c.i.f. and not the f.o.b. price, and if allowance is made for an extra profit 
for the foreign purchaser who re-exports. 


2 Cf. Robert Liefmann, Cartells et Trusts, p. 110. 
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duties are levied they are imposed alike on foreign products and 
on reimported domestic products. The American tariff laws 
prior to the present act (i.e., the Fordney-McCumber Act of 
1922) and the Canadian tariff legislation prior to the 1907 
revision permitted the reimportation of domestic goods free of 
duty if they had not been subjected to further manufacture 
while abroad.* Similar provisions are probably a common 
feature of protective tariff legislation.’ 

There is evidence to show that there were some British 
manufacturers who found it possible to engage in systematic 
dumping even under the free trade policy of Great Britain. 
A witness before the Chamberlain Tariff Commission claimed 
that the “English [cotton] spinners frequently sell their yarns 
in foreign markets at less price than they would accept at home 
to the detriment of the English merchants.’”? The Scotch Steel 
Makers Association regularly quoted in the trade papers lower 
export prices for steel plate than those offered to domestic buyers. 
They had little cause to fear the reimportation into the domestic 
market of their dumped exports, because their export trade in 


*Cf. U.S. Tariff Act of October 3, 1913, par. 404, and Canada, The Custom 
Tariff, 1906, Sec. 14. The Canadian revision of 1907 limited the reimportation 
of Canadian goods free of duty to articles “returned to the exporter thereof’ 
(6-7 Ed. VII, chap. 11, Tariff item 709), thus protecting Canadian exporters 
against the return to Canada of goods which they had dumped abroad, although 
I have no evidence which indicates that this was the purpose of the change. The 
Fordney-McCumber Tariff introduces a similar provision into American tariff 
legislation. Paragraph 1514 of this act limits the free admission of American 
goods to goods “imported by or for the account of the person who exported them 
from the United States.’”’ The new clause appeared in the bill as it passed the 
House, and neither the Congressional debates nor the tariff hearings give any 
indication that it attracted any attention. Its immediate object probably was to 
check the reimportation into the United States at very low prices of the great 
quantities of army supplies which had been sold in France at sacrifice prices. 
Che House in 1921 passed a bill imposing a prohibitive import duty of go per cent 
on army goods reimported into the United States, but the Senate failed to take 
action on this bill. (See Christian Science Monitor, September 2, 1921.) 

2 Cf. G. M. Fisk, International Commercial Policies, New York, 1907, p. 137: 
“The commercial policy of modern industrial nations generally provides for the 
free re-importation of certain exported domestic goods which are returned in an 
unaltered form.” 


3 Tariff Commission, Report on the Cotton Industry, London, 1905, par. 602. 
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these commodities was mainly with distant countries, and the 
dumped commodities, being bulky, could not bear the freight 
costs of the double shipment.!' English steelmakers also dumped 
in foreign markets. An American investigator reported in 1909 
that English manufacturers of machinery sold their products to 
the continent at lower prices than in the domestic market and 
to prevent reimportation required of foreign purchasers that they 
obligate themselves not to ship any of their English purchases 
back to Great Britains An English manufacturer of structural 
steel complained to a British wartime committee investigating 
the steel trades that British steel manufacturers commonly 
quote lower export prices for steel, the differential under domestic 
prices at times reaching 20s. per ton, but that they refuse to 
make any rebate on steel sold to English manufacturers of steel 
products, even when it is proved that the steel is to be used in 
the manufacture of products for the export trade.4 The British 
salt producers’ combination has been charged with export 
dumping.’ The British alkali combination during the war was 
reported to have endeavored to secure contracts with South 
American importers to handle its caustic soda exclusively, with 
the object of shutting out the American companies as soon as 
the British wartime prohibition of exportation was removed. 


Hermann Levy, Monopoly and Competition, London, 1911, pp. 229 ff. Cf. 
also Cooperation in American Export Trade, Part I, p. 220. 

2 Economist (London), November 16, 1907, pp. 1967, 1968. In 1906, E. H. 
Gary, president of the United States Steel Corporation, in the course of his defense 
before a Congressional committee of the Steel Corporation’s dumping policy, 
presented data which if accurate would indicate that English manufacturers of 
steel products far exceeded the Steel Corporation in the extent of their dumping 
and the margin between their home and export prices. (See Jron Age, LXXVII 
[April 19, 1906], 1324.) But similar data which he presented with reference to 
the prices charged at home and abroad by the German Stahlwerksverband were 
promptly repudiated by the latter. (Jron Age, LXXVIII [September 20, 1906], 
744.) And his evidence in general showed that he had been misinformed about 
the extent of European dumping and its degree of dependence upon official bounties. 

3C. M. Pepper, The British Iron and Steel Industry, 1909 (61st Cong., rst 
Sess., Sen. Doc. 42), p. 23. 

4 Great Britain, Board of Trade, Report of the Committee on the Engineering 
Trades, 1918 (Cd. 9073), pp. 9, 10. 

s Hermann Levy, op. cit., p. 246. 
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The British combination “in consideration of this exclusive 
contract”’ guaranteed “that the British prices will be lower than 
any that might be offered by the Americans,’ a type of guaranty 
which must tend to lead to predatory dumping. The British 
Committee on Trusts, in its 1919 report, stated that there was 
a general agreement among representatives of combinations 
who had appeared before it that “‘one of the beneficial results 
of the formation of Associations sufficiently powerful to control 
and maintain prices in the Home market was that it enabled 
British Manufacturers to extend their output by selling their 
products at a lower price, or even at a loss, in foreign markets.’” 
The chairman of an important metal combination admitted to 
the Committee that his association had a “fighting fund, for 
the special purpose of subsidising members who found it necessary 
to sell at less than an economic price in order to cut out foreign 
competitors,’’ but he did not make clear whether this price- 
cutting was practiced in the domestic or the export trade. This 
witness also said that members of his association “had dumped 
in Belgium as a reprisal against Belgian dumping here.’’’ British 
syndicated producers of linoleum have resorted to dumping to 
drive Belgian and French competitors out of the Turkish market.‘ 


AMERICAN DUMPING 


Export dumping on a continued and systematic scale has 
been a common practice of American manufacturers since at 
least the late eighties of the last century. The mass of evidence 
available in various official and non-official sources is conclusive 
in this regard, and demonstrates beyond question that a sub- 
stantial fraction of the American export trade in manufactured 
commodities had, before 1914, been developed and maintained 
on the basis of the sale at dumping prices. The abundance of 

* Cooperation in American Export Trade, Part I, p. 179. 

2Great Britain, Ministry of Reconstruction, Report of Committee on Trusts, 
1919 (Cd. 9236), p. 7. 

3 Ibid. 

4 Cooperation in American Export Trade, Part Il, p. 135. Cf. also William 
Smart, The Return to Protection, London, 1904, p. 145: “‘As a fact, England went 
far beyond ‘natural cheapness.’ We very often sent our goods to other countries 
at a loss—either a loss of profit or an absolute loss.” : 
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evidence is all the more significant because American exporters 
who resorted to dumping generally endeavored to conceal their 
export prices from the American public. Export price lists 
and export price quotations were carefully kept out of domestic 
circulation. In 1902 a committee of the Democratic party 
seeking campaign material succeeded in obtaining from a foreign 
subscriber a copy of the discount sheet of an American export 
journal which contained the lowest export prices only after 
offering $100 for it." Some years before a trade journal had 
stated that advertisers had. withdrawn their patronage because 
it published quotations of export prices lower than domestic 
prices.2 A New York Tariff Reform Club pamphlet published 
in 1890 presented many instances of dumping. In the same 
year, J. M. Rusk, Secretary of Agriculture in the Harrison 
Cabinet, protested publicly against export dumping on the part 
of the American Harvester Company as unfair to the American 
farmer,’ and as injurious to the popularity of the protectionist 
policy. 

A publication of the Department of Commerce in 1900 
warned the steel manufacturers that their dumping was retarding 
the American shipbuilding and perhaps other industries, and was 
thereby lending strength to agitation for the lowering of the 
American tariff on foreign goods.’ By this time, the Democratic 

«Cited by Byron W. Holt, ““Home and Foreign Price of American-made 


Goods,” 1906, a New York Tariff Reform Club pamphlet, reprinted in Congressional 
Record, Vol. 40, Part 8, pp. 8024 ff. (p. 8029). 

2 Engineering and Mining Journal, August 26, 1890. 

3 “*Protection’s Home Market,” New York, 1890. 

4 Byron W. Holt, op. cit., p. 8025. 

5“The Iron and Steel Trade of the United States,” Monthly Summary of 
Commerce and Finance of the United States, August, 1900, p. 250: “‘The progress of 
work on shipbuilding in the United States has likewise been retarded, because 
makers of steel materials required a higher price from the American consumers than 
they did from the foreign consumers for substantially similar products. Of course 
American exporters have to get foreign contracts in competition with foreign plate 
makers, who are excluded from our domestic market. In addition to this, American 
export plate makers are interested in preventing the establishment of plate manufac- 
turing in their customer nations abroad, and to that end bid low enough to discour- 
age foreign nations from entering the field for producing their own plate at home. 
The progress of domestic manufacturers of iron and steel goods may likewise be 
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party had, in fact, already found in the general practice by 
protected American manufacturers of selling abroad at lower 
prices than at home a powerful argument against the tariff 
policy of their political opponents, and were making much of it. 
Evidence as to the prevalence of dumping was becoming 
abundant. ‘The Industrial Commission, in the course of its 
investigation of 1900 and 1gor into industrial conditions, made 
some inquiry, both by the questionnaire method and by personal 
examination of witnesses, into the practice of dumping by 
American manufacturers. The Commission sent its question- 
naire to 2,000 concerns, of whom 416 replied and 75 admitted 
that they sold abroad at lower prices than at home." As the 
replies to the questionnaire were not compulsory, however, it 
is reasonable to suppose that among those concerns which failed 
to reply there were many who practiced dumping, and that those 
concerns who did practice dumping were less likely to reply 
than those who did not. Most of the concerns commonly 
referred to as “trusts” failed to reply. Even of those who 
replied that they did not practice dumping, it would be credulous 
to accept the denials at their face value? Nevertheless in the 


handicapped by the sale of iron and steel in their unmanufactured state at so 
much lower a price to foreigners than to domestic consumers as to keep the American 
competitor out of foreign markets generally. The natural limit to such a policy of 
maintaining a higher level of prices for these materials at home than abroad is 
found in the restriction of domestic consumption and in the import duty. If 
restriction of consumption at home does not operate to prevent the shortsighted 
policy of discrimination against domestic development of manufacturing industries, 
the other contingency is more or less sure to arise, namely, the demand for a reduc- 
tion of the tariff on unfinished iron and steel, in order to equalize the opportunity 
of makers of finished products in foreign markets. To this policy the domestic 
consumer is usually ready to lend himself, thus raaking a powerful combination of 
interests to set limits to the rise of domestic prices of iron and steel materials.” 


« Cf. the minority report of Mr. T. W. Phillips, United States Industrial Com- 
mission, Final Report, XIX (1902), 663. 

2Cf. Great Britain, Board of Trade: Memorandum on the Export Policy of 
Trusts, 1903 (Cd. 1761), p. 310: ‘It is also to be remembered in considering the 
value to be attributed to these answers, that the firms who supplied them had an 
interest in concealing or minimizing the extent to which they export goods at lower 
prices than those charged at home, in view of the unpopularity of such a policy among 
the American working-classes, and the enemies of trusts generally.’ Cf. also, 
to the same effect, the minority report of Mr. Phillips, in the Final Report, 
XIX, 663. 
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replies to the questionnaire which admitted the practice of 
export dumping and in the evidence given before the Com- 
mission there was presented an important body of data which 
demonstrated that a large number of important exporters of 
manufactured products commonly sold at lower prices to foreign 
than to domestic buyers. That the Industrial Commission was 
impressed by this evidence is indicated by the fact that one of 
the recommendations which it made in its final report was that 
import duties should be remitted on goods of a kind exported 
by American producers at dumping prices, in order to protect 
the American consumer against the exorbitant domestic prices 
which the practice of dumping appeared to imply." 

In 1902, and again in 1906, a committee of the Democratic 
party collected for its campaign books considerable evidence of 
the practice of dumping by American exporters, which made 
an impressive exhibit in support of their contention that the 
tariff policy of their political opponents enabled the protected 
interests to charge exorbitant prices in the domestic market. 
In 1906 a pamphlet of the New York Tariff Reform Club listed 
several hundred commodities, covering a wide range of industries, 
which were being commonly sold for export at prices lower than 
those current in the domestic market. The Republicans at 
first made some endeavor to minimize the extent of the practice, 
and to explain away such instances of export sales at reduced 
prices as had incontestably occurred as being cases of spurious 
dumping resulting from the refund on exported commodities 
through the drawback system of the duties paid upon the 
importation of the materials from which these exported com- 
modities were manufactured. But the accumulation of evidence 
of dumping was becoming too impressive to make this a satis- 
factory explanation even on the political platform, especially 
as very few industries were in a position to take substantial 
advantage of the drawback privileges. In 1906 the Republican 
campaign book indicated a change in tactics, for it proclaimed 

* Final Report, XIX, 651. 2 Byron W. Holt, op. cit. 


3 Cf. especially Leslie M. Shaw, Secretary of the Treasury from 1902 to 1907, 
in his book, Current Issues, New York, 1908, chap. xxi. 
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that if American manufacturers had gained foreign markets 
through resort to dumping ‘‘it is to the glory and honor of every 
American manufacturer who has done it that he has increased 
the sales of his wares abroad, thereby increasing the volume of 
his output, the employ of labor, and the wages of his men.” 

Dumping continued to be practiced by American manufac- 
turers on a substantial scale until the outbreak of the war. 
Since 1914 there has been first a period during which American 
manufacturers found it unnecessary to make reductions from 
their domestic prices in order to obtain export orders in the 
desired volume and subsequently a period during which such 
orders were difficult to obtain at any price. But dumping is 
undoubtedly being practiced to-day by some American exporters, 
although probably on a very limited scale as compared to the 
pre-war period.’ 

In the United States the systematic and continued practice 
of dumping appears to have been largely confined either to the 
dominant concerns in the staple industries or to manufacturers 
of specialties. In other countries, and especially in Germany, 
even the smallest concerns participated in the exportation at 
reduced prices through their membership in kartells or producers’ 
combinations and through the use of the system of export 
bounties. The illegality in the United States of associations for 
the control of prices prevented the development of producers’ 
associations with common funds used to grant export bounties to 
member concerns. The small producer of a staple commodity 
had no motive for continuously selling abroad on his own initi- 
ative at prices lower than those obtainable in the domestic 
market, since he could not appreciably affect domestic prices 
by any reduction in the amount of his own product which he 
disposed of at home. Even the large producer who sold abroad 

t Cf. J. G. Parsons, Protection’s Favors to Foreigners, 1909, reprinted as govern- 
ment document, 61st Cong. 1st Sess., Sen. Doc. 54, p. 13: ‘‘The wide publication 
of the official and authoritative admissions and other evidences of customary 
lower prices for export have made it practically impossible for any Republican or 
protectionist declaration to continue the former denial.” 


2 Cf. the evidence of Mr. H. E. Miles, in Hearings before the (Senate) Committee 
on Finance on the Proposed Tariff Act of 1921, pp. 5308, 5392, 5395, 5398. 
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at dumping prices bore alone the burden of the reduced prices, 
but shared with the remainder of the industry the beneficial 
effect of his increased exports on domestic prices. Only for 
concerns controlling a very large fraction of the total American 
production—and even then only if there was no keen price- 
competition in the domestic market—was any conceivable gain 
to be derived from the systematic export of a part of their output 
at prices lower than those current in the domestic market. 
And only a concern which had very nearly monopoly control of 
its product in the domestic market or else was governed in its 
business practiced by altruistic—i.e., non-business—principles 
could afford to grant indirect export bounties or rebates, of the 
type common to the European kartells, to domestic purchasers 
of its products for use in further manufacture for export. For 
as long as there continued to be substantial competition in the 
domestic market, there would be a struggle on the part of each 
producer to obtain the higher-price orders and to avoid the 
necessity of accepting the lower-price orders, with the con- 
sequence that both types of orders would move toward a parity 
of prices. It is not surprising, therefore, that there should be 
only a single recorded instance in the United States of the 
systematic practice of granting indirect export bounties or 
rebates, nor that the United States Steel Corporation, with its 
dominant position in its industry and its practical freedom from 
substantial price-competition in the domestic market, should be 
the one concern in a position to use the system of indirect export 
bounties." 


> Government Suit against the United States Steel Corporation, in the U.S. District 
Court of New Jersey, 1913, pp. 3835, 3836, evidence of J. A. Farrell, then the Presi- 
dent of the Corporation. Mr. Farrell stated that there were 158 American manu- 
facturers to whom rebates had been granted and that the Steel Corporation sold 
about $30,000,000 of materials annually at special discounts from the current 
domestic prices to American manufacturers who used these materials in further 
manufacture for export. Cf. also Hearings before the (H.R.) Committee on Investiga- 
tion of the United States Steel Cor poration, 1912, pp. 2753, 2754, Where the evidence 
of Mr. Farrell makes it appear that the practice of granting export rebates was not 
confined to the U.S. Steel Corporation: ‘‘The Government pays such drawback 
to the exporters when satisfactory proof is presented under Government regulations, 
and it is the practice of manufacturers who make export allowances to require their 





customers to furnish similar proof of export before allowances are made.” (Italics 
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The United States Steel Corporation was most prominent 
among the American concerns which systematically dumped 
their commodities in foreign markets. Not all of its products 
were commonly sold abroad at prices lower than the domestic 
prices; but the list of commodities which were dumped was 
ordinarily a long one, the resort to dumping had been in effect 
for many years, and in many cases the difference between the 
domestic and the export price was substantial... Dumping in 
Canada by the Steel Corporation was the original cause of 
the enactment by that country in 1904 of the first anti-dumping 
law.? Its dumping of tin plate in Canada in the endeavor to 
oust the Welsh tin plate industry from the Canadian market 
led to the inclusion of that commodity in 1908 in the list of 
articles coming under the protection of the anti-dumping clause 
in the Canadian tariff, although it was removed in the follow- 
ing year.’ The usual concomitant of export dumping of raw 
or half-manufactured materials, namely, protests by domestic 
users of such materials for further manufacture for export that 
the dumping export prices were handicapping them in their 
export trade by affording an artificial advantage to their foreign 
competitors, was not prominent in the United States. Several 
such instances of protest, however, did occur, and were directed 
mainly against the steel industry. In 1906 the National Associa- 
tion of Agricultural Implement and Vehicle Manufacturers 
mine.) Cf. also the evidence of Mr. Schwab before the Industrial Commission in 
1901: “I think you can safely say this, that where large export business is done, 
for example, in the line of iron or steel, nearly all the people from whom supplies 
are bought for that purpose give you a good price for all the materials that go into 
export.” Report, XLIT, 454. 

« Cf. evidence of President Schwab before the Industrial Commission in 1901 
(Vol. XIII, pp. 454-55): 

Q. ‘Would you say that when business is in a normal condition the export 
prices are regularly somewhat lower than home prices ?” 

A. “Oh, yes, always.” 

For more recent years see Government Suit against the United States Steel 
Corporation, U.S. District Court of New Jersey, 1913, Defendant’s Exhibits, II, 
No. 41; and Hearings before the (H.R.) Committee on Investigation of the United 
States Steel Corporation, 1912, pp. 2726 ff. 


2 Cf. Edward Porritt, Sixty Years of Protection in Canada, London, 1908, 


p. 400. 


> W. J. A. Donald, The Canadian Iron and Steel Industry, Boston, 1915, p. 185. 
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initiated a protest against the export dumping of iron and steel 
products on the ground that it hurt their export trade by making 
raw materials cheaper to their foreign competitors than to them- 
selves, but upon the solicitation of some of the members of the 
association, the protest was apparently withheld from publica- 
tion." At the hearings of the Merchant Marine Commission, 
held in 1904, witnesses claimed that the export dumping of 
shipbuilding materials by the steel trust was one of the important 
factors checking the development of the American shipping 
industry and that the steel trust obtained compensation for the 
low prices charged to foreign purchasers by charging excessively 
high prices to domestic purchasers. An instance was cited of 
the sale by the United States Steel Corporation of steel ship- 
building materials at $32 per ton f.o.b. Pittsburgh to domestic 
purchasers as compared to $24 a ton, c.i.f. Belfast, to British 
shipbuilders.? Shipbuilding materials to be used in the con- 
struction of vessels built to engage in foreign commerce were 
admitted into the United States free of duty, but vessels built 
from materials imported free of duty under this provision of 
the tariff law were not permitted, except to a narrowly limited 
extent, to engage in the coasting trade of the United States. 
Witnesses stated that under the conditions then existent in the 
American shipping industry no American would take advantage 
of this provision and build ships which could not escape unfavor- 
able conditions in foreign shipping by being diverted to the 
nationally monopolized coasting trade. The provision had, in 
fact, only been utilized once up to 1904 and only because excep- 
tional circumstances were present. ‘The Commission in its report 
condemned the practice of export dumping and recommended a 
fuller extension of the privilege of the coasting trade to vessels 


1 J. G. Parsons, op. cit., p. 46. For protests on similar grounds, made over 
fifteen years earlier on behalf of the American steel-using industries, vide The 
American Machinist, September 26, 1889, and the Engineering and Mining Journal, 
March 15, 1890. 

2 Report and Hearings of Merchant Marine Commission, 1905 (58th Cong. 3rd 
Sess., Sen. Rep. 2755), pp. 565, 813-14. The Chairman of the Commission, 
Senator Gallinger, commented on this evidence that “‘if the situation is as has been 
described, it is a great outrage.” (Jbid., p. 814.) In justice to the Steel Corpora- 
tion, it should be said that E. H. Gary later denied that there was any truth in 
this charge. (See Jron Age, LXXVII, 1324.) 
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built from foreign materials entered under the free admission 
provision of the tariff." 

From 1902 to 1905 the Steel Corporation induced its em- 
ployees to enter into an agreement to accept about 20 per cent 
lower wages upon tin plate made for ultimate export than on 
work for domestic orders, on the plea that it could not otherwise 
afford to accept the orders of the Standard Oil Company for 
tin plate for containers for export oil.? The latter company, by 
virtue of the drawback system, was able to purchase Welsh tin 
plate for use in making containers for its products sold abroad 
on virtually a free import basis. In order to obtain such orders, 
therefore, it was necessary for the Steel Corporation to meet the 
Welsh prices on a competitive non-tariff basis. 

American export dumping had before the war given rise in 
foreign countries to more vigorous protest and to more counter- 
vailing legislation than the export dumping of any other country. 
It has already been indicated that the first anti-dumping law, 
that of Canada enacted in 1904, was directed primarily against 
American dumping. From 1899 on, protests against American 
dumping, especially of steel products, were conspicuous in 
European journals, and in 1902 prominent European statesmen 
belonging to four different countries, Witte of Russia, Luzzati 
of Italy, Goluchowski of Austria, and Gothein and Posadowsky 
of Germany, apparently without collusion with each other, 
simultaneously proposed the formation of a European union 
along the lines of the Brussels Sugar Convention as a means of 
defense of their joint economic interests against the objectionable 
practices of American trusts and especially against their dumping 
of American goods in European markets.’ In 1905 New Zealand, 
in response to complaints from British and domestic manu- 


t [bid., pp. ix, x. 

2 Byron W. Holt, op. cit., Congressional Record, Vol. 80, Part 8, pp. 8025, 8028. 
Cf. Josef Grunzel, Economic Protectionism, p. 229: “In the [American] tin-plate 
industry the employees have actually paid assessments from their wages into an 
export subvention fund.” 

3 W. F. Notz and R. S. Harvey, American Foreign Trade, Indianapolis, 1921, 
p. 385: Wilhelm Feld, ‘“Anti-dumping, Primienklausel und Ausgleichzdlle,’’ 
Archiv fiir Sozialwissenschaft und Sozialpolitik, XLIV, 476. 
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facturers of agricultural implements that the International 
Harvester Company was dumping in the colony in order to 
suppress competition with certain of its products, passed an 
act authorizing the imposition of countervailing duties or the 
grant of bonuses to domestic or British manufacturers to meet 
unfair competition in agricultural implements on the part 
of foreign manufacturers.‘ Joseph Chamberlain’s campaign of 
1903 for the adoption by Great Britain of a protective tariff was 
based in part on the alleged need of British industry for protection 
against German and American dumping? The anti-dumping 
provisions of the Australian Industries Preservation Act of 1906, 
according to the sponsor of the bill, the Australian Minister of 
Trade and Commerce, were intended to provide a means of 
defense for Australian industries against dumping and other 
allegedly unfair practices of American trusts.‘ It is not without 
significance that each of the three laws enacted by as many 
countries prior to 1914 to meet the menace of dumping was 
directed mainly against American export practices. 

When American governmental agencies have found occasion 
to protest against export dumping by American concerns, it 
has always been the high domestic prices and not the low export 
prices which they found objectionable, except as it was presumed 
that the low export prices were a cause of the high domestic 
prices. Such for example was the position taken by the Depart- 
ment of Commerce in 1890, by the Industrial Commission in 
1go1, and by the Merchant Marine Commission in 1905.3 The 
Report of 1907 of the Commissioner of Corporations on the Petro- 
leum Industry presented considerable evidence to the effect 
that the Standard Oil Company exported at prices lower than its 
domestic prices in some instances in order to eliminate 
competitors in foreign markets.’ The Commissioner condemned 

*U.S. Tariff Commission, Colonial Tariff Policies, 1922, p. 775, n.; G. H. 
Scholefield, New Zealand in Evolution, London, 1916, pp. 326, 327. 


2Cf. C. W. Boyd (editor), Mr. Chamberlain’s Speeches. Boston, 1914, II, 
173-74, 199-200; Josef Grunzel, Economic Protectionism, p. 149; Geoffrey Drage, 
The Imperial Organization of Trade, London, 1911, pp. 138 ff. 


3 Commonwealth of Australia, Parliamentary Debates, June 14, 1906, p. 247. 
4 Cf. supra. 5 Part II, pp. 317, 360, 372-77. 
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this practice, but not because it was unfair to the foreign com- 
petitors of the Standard Oil Company: “It is not so much the 
low prices in foreign markets as the exorbitant prices in the 
domestic market which require condemnation.”” 
DUMPING RESULTING FROM OFFICIAL BOUNTIES 

Dumping is as likely to result from an official or govern- 
ment export bounty as from a private bounty. Official export 
bounties were a common, if minor, feature of the mercantilistic 
system. But in most countries they had been wholly or largely 
eliminated by the early part of the nineteenth century, and in 
European countries what few instances had hitherto survived 
were, with rare exceptions, repealed during the free trade move- 
ment of the 1860’s. The beet sugar industry, however, received 
in this respect exceptional treatment. In several European 
countries an elaborate system of export bounties on beet sugar 
developed unintentionally out of a clumsily contrived system of 
excise taxation, and from these countries it spread to other 
European countries, which adopted the bounty system either in 
defense of their export trade in beet sugar or out of a feeling of 
international rivalry. It involved a heavy drain on state 
treasuries, and was subjected to a severe blow when the United 
States in the tariff laws of 1894 and 1897 imposed countervailing 
duties on bountied sugar. The final blow came in 1902, when 
Great Britain, the only remaining important export market for 
beet sugar, threatened to impose penalizing duties on a bountied 
sugar in the interests of its sugar-refiners and the cane-sugar 
growers in its colonies. In 1902 most of the important European 
beet-sugar growing countries agreed in the Brussels Sugar 
Convention—not unwillingly in most cases—to end the unprofit- 
able competition in export bounties by suppressing the system. 
A few countries, among which was for a time Russia, continued, 
however, to grant export bounties on beet sugar. The only other 
instances of open official export bounties which were in effect in 
recent years were in France, on cured fish, in Venezuela tempo- 

‘Part II, p. 427. Cf. also p. 431 for the charge that the Standard Oil Co. 


‘practically makes the people of the United States very largely bear the cost of its 
policy of domination in the world’s markets.” 
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rarily after 1910 on a considerable list of natural products, in 
Australia on combed wool and silver, and in several tropical 
countries on miscellaneous commodities... Dumping arising 
from the open grant of official export bounties does not, therefore, 
present an important problem. 

Official export bounties still survive, however, in numerous 
instances in concealed or indirect form, mainly through the grant 
of drawbacks on import duties in greater amounts than the import 
duties of which they are presumably a refund, or by making the 
right to drawback of import duties transferable from the original 
importer to other persons, or from the original commodities 
imported to other similar, or even different commodities. Such 
regulations were effective prior to the war in Germany, in France, 
and in other European countries.” It is difficult to judge of the 
extent of the economic significance of such bounties or of the 
export dumping to which they may give rise. They are probably, 
however, of little importance in international competition. 


MONOPOLIES AND DUMPING 


In the course of the preceding summary of the export dumping 
practices prevalent in various countries, it was made apparent 
that dumping on other than a sporadic basis was typically, if 
not invariably, confined to monopolistic producers’ combinations. 
This conforms with the theoretical expectations. First, dumping 
is most likely to appear to be profitable in the case of industries 
using large plant and expensive machinery, so that the fixed 
charges are an important part of the total costs of production. 
For such industries maintenance of output at near maximum 
capacity is most urgent on financial, and sometimes on techno- 
logical, grounds. It pays such industries to accept additional 

Cf. Josef Grunzel, Economic Protectionism, pp. 200 f., and Great Britain: 
Reports of H.M. Representatives Abroad on Bounties, 1904 (Cd. 1946). 

2Ibid. Cf. also, Ludwig Dan Pesl, Das Dumping, Preis-Unterbietungen im 
Welthandel, Munich, 1921, pp. 5-20. 

3Cf. F. W. Taussig, Some Aspects of the Tariff Question, p. 208: “Sales at 
lower prices are made to foreigners, not only sporadically, but for long periods and 
systematically. This phenomenon would seem to be explicable only on [the] 
ground .. . . of monopoly.” 
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orders at any price which more than covers the direct costs, 
if these orders are not otherwise obtainable and if full production 
cannot be maintained without them. But it is in industries 
having these characteristics that apart from natural and legal 
monopolies, monopolistic organization is most likely to be 
attempted, mainly in order to escape the danger of destructive 
competition. 

Once monopoly control has been achieved in the domestic 
market, it may pay, if domestic orders do not fully occupy the 
productive facilities, to bid for orders in other markets at prices 
lower than those exacted in the domestic market, and lower 
even than the average cost of production. If cutthroat competi- 
tion results from this policy, it will at least be confined to markets 
in which the dumping organization is not vitally interested. 
The mere fact of monopoly control in the domestic market 
will make it probable that the prices exacted in that market 
will be above the competitive level in outside markets, and that 
foreign orders will be obtainable only if the prices quoted to 
prospective foreign purchasers are lower than the domestic 
prices. Monopoly in the domestic market would appear for 
another reason to be essential if continued dumping is to be 
profitable. If there is competition in the domestic market, the 
concern which dumps a portion of its output in foreign markets 
in order to reduce the supply and maintain or raise the prices 
in the domestic market must bear by itself all the sacrifice 
involved in the export at reduced prices and must share with all 
its domestic competitors the advantage accruing from the 
reduction in the domestic supply. Under these circumstances a 
concern will have as much—or nearly as much—to gain from 
price-cutting in the domestic market as from export dumping. 
It is only to a monopoly that export dumping has attractions 
greater than those of domestic price-cutting. 

It is on grounds such as these that it has been held by many 
economists that dumping as a systematic and continued practice 
must normally be confined to monopolies. A study of the 
practice of export dumping by European industries offers no 
basis for doubting the validity of this reasoning. But when 
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attention is directed to the extensive, systematic, and continued 
practice of dumping by American exporters some interesting 
questions suggest themselves. Are we to conclude from the 
prevalence of dumping that a large part of the manufacturing 
industries which are important in the American export trade are 
in monopolistic control of the domestic market ?* As far as 
open and avowed monopoly is concerned, certainly not. But in 
Europe, in Japan, in practice if not in legal theory in Canada, 
monopolistic combinations are not harried by adverse legislation 
and hostile regulatory bodies, and even receive some measure of 
governmental sanction and encouragement. It is not necessary 
for them to operate under cover, and they can without fear of 
consequences openly adopt forms of organization, such as the 
kartell, which disclose their monopolistic character to the public. 
In the United States, on the other hand, where monopolistic 
combination exists concealment thereof is highly expedient, both 
to forestall the intervention of government and to avoid arousing 
popular antagonism. It might seem, therefore, a plausible 
inference from the theoretical expectations that the prevalence 
in the United States of systematic and continued dumping on a 
widespread and extensive scale proves the existence of at least 
as widespread and extensive monopolistic control in the domestic 
market. 

If the term monopoly is to be taken to mean 100 per cent 
control, there are, with the exception of natural and franchise 


« Cf., however, the following statement of the Federal Trade Commission, 
which sets forth the claim that the American prohibition of combinations in restraint 
of trade has been an effective barrier to American dumping: “Probably the most 
prominent example of a country which has followed the policy of pushing its foreign 
trade by making export prices lower than its home prices is Germany. But 
Germany freely permits combinations in its home market. This facilitates the 
exaction of high prices in its domestic market, which is one of the principal condi- 
tions enabling such combinations to sell at very low prices in export trade. The fact 
that the law of this country prohibits such combinations in the home market 
not only safeguards against artificially maintained prices at home, but also gives 
substantial economic guaranties that American export prices will not, in general, 
be lower than American domestic prices. Where the domestic prices are kept on 
a competitive basis there is little margin left to enable the exporter to sell goods 
abroad” (Cooperation in American Export Trade, Part I, pp. 377, 378). As the 
American prohibition of monopolistic combinations has not been an effective barrier 
against American dumping, it would follow from this reasoning that it has also 
failed to be an effective barrier against monopolistic combinations! 








822 JACOB VINER 


monopolies, few if any instances in the United States. But 
between the “perfect competition” and the absolute 100 per 
cent monopoly of the classical economics, there is a wide area 
in which is to be found the greater part of modern manufacturing 
and mining industry. Although the prevalence of dumping in 
the export trade of the United States is not to be explained by 
the existence of absolute monopoly control in many industries, 
it is to be attributed in large part to the absence of keen price- 
competition in the domestic market for manufactured and other 
products produced under large-scale conditions. Whether this 
absence of keen price-competition in the domestic market is due 
to tacit or concealed agreements, or to interlocking directorates, 
or to the dominance in the respective industries of single, great 
concerns whose domestic price lists are accepted with or without 
an understanding of some sort as the standard to be adhered to 
by all producers in these industries, is not material to the present 
study. But this absence of keen price-competition operates 
to facilitate export dumping substantially as would complete 
monopoly organization. It makes it impossible, or at least inex- 
pedient, to attempt to stimulate sales by cutting domestic prices. 
Through the comparative inflexibility of domestic prices, it 
brings about for long periods a lack of adjustment between the 
volume of domestic orders and productive capacity. It confines 
to the export trade the opportunity for experimenting with price 
reductions as a means of bringing about expansion or out- 
maneuvering rival producers. It may even result in intensive 
price-competition in the export trade between American pro- 
ducers, so that their dumpign is directed against each other 
rather than against foreign competitors. It is a form of indus- 
trial] organization which tends to stimulate export dumping 
under circumstances in which it would be repressed by com- 
pletely monopolistic organization, for it tends to divert to the 
export trade the execution of all those impulses leading to 
cutthroat competition, which formal or informal agreement, or 
the commercial mores, or the fear of dire consequences have 
suppressed in the domestic market. 

That monopolistic combination may lead under certain 
circumstances to the suppression instead of the stimulation of 
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dumping is at first sight a surprising conclusion. But it can be 
supported, not only by a priori reasoning, but by citations of 
instances where the suppression of export dumping was both the 
original motive for monopolistic organization and one of the 
rules of the organization once established. If a given country 
produces all or a very substantial proportion of the world supply 
of a commodity, it is in the interests of its producers that there 
be no intensive price-competition among themselves whether in 
the domestic or in the export trade. One of the factors leading 
to the establishment of the Stahlwerksverband was the desire 
of eliminating competition in export markets among German 
producers of steel." The china manufacturers of Austria agreed, 
as in their mutual interests, to refrain from cutting prices in 
foreign markets below the domestic level.2, Governments have 
even intervened to enforce monopoly upon a domestic industry,? 
to assume monopoly control, themselves, or to prohibit export 
dumping by statute,’ in order to prevent domestic producers 
who in combination could dominate the world market from 
cutting prices to foreigners below a profitable level through 
competition among themselves in the export trade.° 


* Cooperation in American Export Trade, Part I, p. 213. 

2 Selling Foreign Manufactures in the United States, Part I, p. 6. 

3 The cacao association of Ecuador, which is semi-official in character, is a case 
in point. Cf. Cooperation in American Export Trade, Part I, pp. 189 f. 

4 For example, the Brazilian valorization scheme for coffee, ibid., p. 190. 

Ss For example, the German law of May, 1910, with regard to potash: “The 
German Government has enacted a law which fixes the quantities of potash sold 
both in export and domestic trade and forbids the sale for export at prices below 
“those fixed for the domestic market,” zbid., Part I, p. 8. Cf. also H. R. Tosdal, 
“The Kartell Movement in the German Potash Industry,” Quarterly Journal of 
Economics, November, 1913, p. 186: ‘‘Except for very short periods export prices 
have been higher than domestic. Having a monopoly of the products, there has been 
no necessity for a resort to the ‘dumping’ which has been a practice of the steel 
and coal Kartells.”’ (Italics mine.) 

6 Cf. also U.S. Dept. of Commerce, Bureau of Corporations, Trust Laws and 
Unfair Competition, 1916, p. 189, with reference to Brazilian coffee, Argentine 
quebracho, Chilean iodine, and Ecuadorian cacao: ‘‘The combination of the 
producers of each of these commodities is the result of their attempt to take advan- 
tage of a great natural resource, largely peculiar to their own country, and through 
combined effort to secure the maximum return for their product in the markets of 
the world.” 
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In recent years international combinations have made their 
appearance, whose purpose it was, by apportioning markets or 
by fixing prices for mutual markets of member concerns, to extend 
the area in which monopoly prices could be exacted beyond the 
national boundaries of the countries in which the member 
concerns had their producing establishments.’ Such associations 
are combinations of combinations, and cannot be organized 
unless there already is monopolistic organization in the various 
producing regions. 

In the United States the campaign among business men for 
the passage of legislation legalizing combinations in the export 
trade, such as was finally embodied in the Webb-Pomerene Act 
of April 10, 1918, was based in part on the argument that in the 
absence of combination among American producers they would 
compete with each other in foreign markets, with the result that 
foreigners would obtain lower prices than domestic purchasers. 
If export combinations were legal, they could operate to prevent 
such dumping abroad.? It was also argued that there existed 
abroad combinations of buyers of American commodities, who 
forced the export prices of these commodities below the levels 
current in the United States. These arguments were accepted 
by the Federal Trade Commission.‘ There is implicit in both 
of them the acknowledgment that where they apply there is 


' Cf. William Notz, “International Private Agreements in the Form of Cartels, 
Syndicates and other Combinations,’ Journal of Political Economy, XXVIII, 
655-70. 


2 Cf. Official Report, First National Foreign Trade Convention, 1914, p. 163; 
Cooperation in American Export Trade, Part I, pp. 7, 297, 373, Part II, p. 374. 

3 Cf. the evidence of John D. Ryan before the Federal Trade Commission with 
respect to copper: Cooperation in American Export Trade, Part Il, p. 261. Cf. also 
the pamphlet, Report of Special Committee on Trust Legislation, Chamber of Com- 
merce of the United States, Dec. 1, 1914: “In the foreign trade, however, a combi- 
nation of buyers beyond the reach of control by the United States may practically 
dictate the prices at which American goods may be sold in foreign markets, in the 
absence of authority to American manufacturers and exporters to co-operate to 
maintain prices abroad.” 

4 Cooperation in American Export Trade, Part I, p. 7. Cf. also Part I, p. 298: 
‘By fixing an export price [an American export combination] could prevent the 
quotation by foreign buyers of one American producer against another and could 
eliminate harmful price competition among Americans themselves in foreign 
fields.”’ 
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operative among American manufacturers keen price-competition 
in the export trade which is absent, or is not present in the same 
degree, in the domestic market, for otherwise the price-cutting 
would not be confined to the export trade. The Federal Trade 
Commission, on the other hand, also presented as an advantage 
of export combinations their ability to dump abroad in order 
to meet the dumping of foreign producers:' ‘‘The ability to 
adjust and fix export prices would be a great advantage in 
dealing with underselling in foreign markets by foreigners. 
An American combination could afford to make lower prices 
and sustain losses rather than relinquish markets abroad to 
foreigners who were dumping there.” But the conflict between 
these two positions is more apparent than real. Producers’ 
combinations have been organized to facilitate export dumping 
and to check it, and occasionally the same organization has at 
different times, as circumstances changed, operated with first 
the one and later the other object in view. 


CONCLUSION 


Dumping has by no means been confined to staple manu- 
factured commodities. Raw materials, the immediate products 
of extractive, and especially of mining industries, have been as 
conspicuously subject to dumping as manufactured products, 
where these raw materials were produced on a large scale, and 
where the utilization of expensive machinery and equipment 
has made the maintenance of full production financially urgent. 
Pig iron, coal, raw sugar, crude mineral oil, lumber, all of these 
have been, at different times and by producers in different 
countries, dumped abroad on a systematic and continued scale. 
Nor have manufactured specialties, patented and trade-marked 
articles, been altogether immune from dumping. Sewing 
machines, safety razors, cash registers, typewriters, watches, 
fountain pens, have all been sold abroad by American exporters 
at lower prices than at home. Foreign consumers have not been 
willing to pay the prices to which American purchasers had 
become accustomed, or American manufacturers who could rely 

1 Ibid, Part I, p. 298. 
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on the operation of the business man’s code or on the individuality 
of their products to protect them from keen price-competition 
at home, have found that in foreign markets they could not 
obtain export orders unless they met the prices of competing 
articles. 

No attempt has been made here to estimate quantitatively 
the proportion of export sales which are made at dumping 
prices. For the United States estimates have run from as low 
as one-half per cent to as high as 20 per cent of the total exports of 
manufactured commodities, but there is no possible means, short 
of an extensive governmental investigation, for checking these 
estimates or even for making an approximate guess. It has been 
shown, however, that dumping is a practice of long standing in 
international trade, that it has wide prevalence in most of its pos- 
sible forms, and that it presents a problem in international com- 
petition comparable in importance with the problems of standards 
of competition in domestic trade. Because dumping is an inter- 
national matter, moreover, it acquires a factitious importance to 
which intrinsically it has no claim. Men are less tolerant of 
questionable methods of competition, or even of any methods of 
competition, to which they or their fellow-citizens are subjected, 
when the agents are foreigners. What they accept as reasonable 
when done to them by a fellow-citizen, or even as laudable when 
done by a fellow-citizen to a foreigner, they bitterly resent when 
done to one of themselves by a foreigner. National animosities, 
international jealousies, mercantilistic prejudices and ambitions, 
are prone to influence discussions of international competition, 
and serve too often to convert what began as scientific and dis- 
passionate analysis into strident and belligerent invective. 
This makes it all the more important that the economic conse- 
quences of dumping, its relation to the question of unfair com- 
petition, and the available methods of controlling or suppressing 
its possible abuses, be carefully, calmly, and disinterestedly 
studied, in order that exaggerated fears may be set at rest, and 
that legitimate interests may be properly protected. 

JacoB VINER 
UNIVERSITY OF CHICAGO 




















THE ENGLISH CENSUS OF 1921 


Only the preliminary results of the English census of 1921 
have as yet been published, but the brief report, which has been 
issued as a White Paper,’ is a document of unusual interest for 
many reasons. The records of this recent census correspond in 
some measure for Americans with the results of our census of 
1870. “The great gulf of the war” lies between the English 
census of 1911 and the present one, as the great rebellion and 
the emancipation of the slaves lay for us between the censuses 
of 1860 and 1870. 

The English Registrar-General points out that the English 
census of 1921 may be regarded (1) as a vestigial record of the 
passage of the greatest war that England has ever known and 
(2) as a source of enlightenment upon the many problems that 
the war has bequeathed to that country. ‘Never before,” says 
the explanatory handbook’ issued by the census authorities, 


Census of England and Wales, 1921. Preliminary Re;ort including tables 
of the population enumerated in England and Wales (administrative and parlia- 
mentary areas) and in Scotland, the Isle of Man, and the Channel Islands on 
19-20th June, 1921, together with the population recently enumerated of certain 
other parts of the British Empire. London, 1921, Cmd. 1485, pp. xvii+64. 

2 The Coming Census. Why It Is Taken, How It Is Taken, and How to Fill up 
the Census Schedule (prepared with the authority of the Registrar-General and 
containing a copy of the official form of schedule), London, 1921, C. 6, pp. 24. 

This little pamphlet contains a popular and admirably lucid statement of 
the purposes and methods of the census. Thus it is explained that “as the object 
of the Census is figures, it is not concerned with the private lives or actions of the 
individuals counted, and only asks them questions as to their personal char- 
acteristics in order that they may be properly counted and assigned to the par- 
ticular groups of the population in which they ought to be reckoned. For example, 
the Census needs to know that Mr. William Smith is a married man aged 40, not 
because the State proposes to interest itself in Mr. Smith’s private life or actions, 
but solely in order that the number of married men in the population and the 
number of men aged 49 in the population may be correctly counted. 

“This information as to the number and composition of our population is not 
asked for to gratify curiosity or merely to add to the sum-total of human knowledge. 
The cost of census-taking is far too great to be incurred solely to provide interesting 
facts. The real necessity for the Census is that it is the only possible method of 
finding out from time to time what is the true condition, social and economic, 
of the people; and that this knowledge is indispensable not only to enable the 
people to govern itself and to carry on its national work, but also as a starting 
point and foundation for all efforts and plans for the betterment of social and 
naticnal conditions” (p. 1). 
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“has there been such need for the Census as that which the 
War has created. Since the last Census the War has cut clean 
across every branch of our national life; it has broken up and 
redistributed local populations; it has violently upset all birth- 
rates, marriage-rates and death-rates; it has altered the whole 
occupational and industrial configuration of the country, and 
completely changed many of the customs, habits and con- 
ditions of the people. There is hardly a single question upon 
which we can look back to the results of the last Census for 
guidance, so great having been the break between that time and 
this.” 

The published results of the census as yet relate only to the 
number and sex of the population and are at present only pro- 
visional. But they indicate in broad outlines the effect of the 
war upon the English population. The population returned is 

,885,242, and the intercensal increase in population is the 
racer recorded for more than a century. The increase is 
only ‘about one-half the increase in the preceding intercensal 
period; it is less than any corresponding figure since 1811, 
while proportionately it is far lower than any hitherto recorded.” 

An analysis of the intercensal movements for the last half- 
century is presented in the following table.’ 























| | Loss “1 
eacicaeal Births : Deaths ; — senting aaa 
Intercensal Period ~ voce of ght i Ss - Rn capped Al 
| Population | and Wales poe Deaths Inward Pas- 

} senger 

Movement 
1871-81 | 3 262,173] 8,604,710} 5,178,230] 3,426,480] 164,307 
ISSI-QI 3,028,080] 8,893,920] 5,264,445] 3,629,475| 601,389 
1891-1901 ;, | 3+525,318] 9,157,181) 5,563,525] 3,503,056] 68,338 
IQOI-11 3,542,040] 9,290,633] 5,245,765] 4,044,868] 502,219 
On ee) Ce 1,514,750} 8,275,400] 5,200,900 3,008, 500] , 193,750" 














*Ir acluding the deaths of non-civilians of England and Wales which occurred outside the United 


Kingdom. (Strictly speaking, members of the forces ceased to be part of the population for census 
purposes when they le ft the country. The deaths of non-civilians belonging to England and Wales 
. hich occurred at the various theaters of war, 1914-20, is given as 560,000, and the non-civilian 
deaths in England and Wales during th: At peric ad as 67,870, or a total of 627,870 Lt gy deaths. 
This te tal includes the “missing, presumed dead”’ {P re ‘liminary Report, p. ix, Table B, footnote]. 
rhis total would make the direct war losses approximately 166 per 10,000 of the population, as 


ret anal two and a half years after the armistice.) 


* Preliminary Report, Cmd. 1485, p. ix, Table A. 
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The Registrar-General notes that, as regards the so-called 
natural increase of population, that is, the excess of births over 
deaths, the movement was normal until 1914; but thereafter the 
continuity ceased, and the changes became great and unpredict- 
able. It is noted that the fall in the birth-rate from 1915 to 
1918 was “much heavier than anything previously experienced, 
the numbers being from 20 to 25 per cent below what might have 
been expected in normal circumstances.’’ After the armistice 
very large increases in the birth-rate were recorded, and the 
number of births in 1920 was greater than in any other year in 
the preceding decade; but the tremendous losses of the war 
years could not be quickly overbalanced. 

Another of the direct legacies of the war noted in the pre- 
liminary census report is the greater excess of the female over the 
male population. This excess, which has been a feature of 
all English returns since the first enumeration in 1801, was 
1,179,276 when the census of 1911 was taken, and has now been 
increased to 1,720,802; and the preponderance of females 
remains greatest in the urban districts. The proportion of 
females to 1,000 males at the two census periods was as follows: 


IgII 1921 


England and Wales*........ 1,068 1,095 
All urban districts.......... 1,087 1,114 
All rural districts........... 998 1,025 


* Compiled from Table E, Cmd. 148s, p. xvii. 


Another characteristic of the population that appears from 
these preliminary figures is the continuing tendency toward an 
increase in the urban at the expense of the rural districts. The 
heralded movement ‘“‘back to the land,” which many people 
hoped would follow the war, has not occurred; and clerks and 
counter-jumpers are still clerks and counter-jumpers and not 
farmers. The per cent distribution of the population classified 
by urban and rural residence is given™ on page 830 for the last 
three census periods. 

It has already been pointed out that the disturbing effects 
of the war, shown statistically in the census returns, make this 

t Tbid. 
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Thirteenth English Census in some respects like the census of 
the United States which was taken in 1870 and which told the 
story of our Great Conflict. It is common for Europe in these 
days to speak lightly of American losses in the world-war. But 
Europe forgets, as we do not, that we had in the last generation 
a war of staggering losses all our own, the chronicles of which 
are seldom read and little understood abroad. 























Igor IQII 1921 
, (Urban 77.0 8.1 79. 

> . ¢ ¢ ) tf 79-3 
srcentage of total population........... 

Percentag — Rural 23.0 2 20.7 
Increase in population in the areas as con- 
stituted at the date of each census over 
the population of the same areas at the 

MRIS oo oc ce's deaveidainncend (Urban 15.2 Ir.1 5-2 

| Rural 2.9 10,2 4-3 





General Francis A. Walker, in his report as superintendent 
of the United States census of 1870, noted his own disappoint- 
ment and the disappointment of the country at finding the 
population returned as approximately 38,000,000, when 
41,000,000 had been hoped for by those who “took counsel 
rather of their patriotism than of their judgment.’ General 
Walker attributed the loss of the additional 3,000,000 popula- 
tion which had been expected, to what he called “the notorious 
and palpable effects of the war.’’ Our war losses as assessed by 
General Walker are of interest in comparison with the English 
figures. General Walker thought 500,000 would “surely be a 
moderate estimate for the direct losses among the Union armies,” 
and he thought it “difficult to see how anyone could, upon 
reflection, place the losses of the confederate armies at less than 
350,000 men. We reach, therefore,’’ he said, ‘the total result 
of a direct loss to the male population of the country of not less 
than 850,000. Popular opinion,” he added, “would undoubt- 
edly place this total much higher,’’ and, in such a matter, he 
thought that popular judgments were “quite as likely to be as 
correct as judgments formed from the contemplation of statis- 
tical data necessarily partial and incomplete.” 


t Ninth Census of the United States, “The Statistics of the Population of the 
United States,” Vol. I, 1870, p. xviii. 
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Dr. Walker’s estimate would make the direct war losses ap- 
proximately 224 per ten thousand of the population as returned 
by the census almost five years after its close.’ In addition to the 
direct losses through deaths from wounds and disease, Dr. Walker 
noted the indirect losses of the war in the check given to the 
increase of the native population through the withdrawal into our 
opposing armies of so large a proportion of “the total male popu- 
lation of the ages when marriages are formed and children be- 
gotten.” He notes also the loss to population through the check 
given to immigration and the loss due to the retardation of 
increase in the colored population.? 

Surveying the war period, Dr. Walker wrote, somewhat 
grandiloquently perhaps but no doubt correctly voicing the 
opinion of that time, ‘‘Indeed under such tremendous losses as 
the country has sustained, it is wholly wonderful that it [the 
national rate of progress] should have held its own, and even 
made a positive gain in ten years of more than seven millions. 
Nothing but the irresistible vigor of our stock, the noble opportu- 
nities afforded by our expanding territory and the provocatives 
of our bracing air and generous diet, would have sufficed to 
repair such losses and make such gains.” 


«Later estimates of Civil War losses were smaller than General Walker’s. 
See, for example, Rhodes, History of the United States, V (1864-66), 187, in which 
the Union losses are put at 359,528 dead and the Confederate losses at 258,000 
dead, a total of 617,528 for the whole country. In proportion to the population 
of 1870, the losses as quoted would be approximately 163 per 10,000 population. 
With proper allowances for certain differences as regards the population figure 
used, which was for a longer period after the close of the war than that used for 
England, it seems safe to say that our Civil War losses were certainly not below 
the English losses in the Great War. 

2 On this point the census report notes that an increase of approximately one 
million in the colored population was expected whereas the census revealed the 
true increase as 438,179. This decrease was also a result of the war, for the freed- 
men, “drawn largely from the plantations where their increase was natural, rapid, 
and sure, to cities and camps, where want, vice, and pestilence made short work 
of the multitudes hastily gathered, inadequately provided for, and left for the 
first time to their own control, while so much of the impulse to procreation as 
depended on the profits of slave breeding was withdrawn by the abolition of 
chattelism, it is only to be wondered at that the colored people of the South have 
held their own in the ten years since 1860” (p. xviii). 
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It is, however, the purpose of this discussion to note certain 
changes in English census methods rather than to analyze the 
population returns. In fact, the latter task cannot properly be 
undertaken with only the preliminary figures available. 

The census of 1921 marks an important departure from 
precedent. It is the first census to be taken under the Census 
Act of 1920,’ which, unlike all previous English census acts, is 
not limited to the taking of a single census but is a perpetual 
act applying to all future censuses. New legislation will not be 
necessary when another census is to be taken. Under the 
provisions of this act, an Order in Council may direct the taking 
of a census; and it is another new feature of the act that a 
quinquennial census may be ordered.? As in the past, the 
census will be under the direction of the Registrar-General, 
whose office is now under the Ministry of Health. A further 
innovation lies in the provision (section 6) which enables a local 
authority, upon application to the Ministry of Health, to arrange 
for the taking of a special local census if this appears to be 
expedient ‘‘for the purpose of facilitating the due performance 


* ro & 11 George V, chap. 41, “An Act to make provision for the taking from 
time to time of a Census for Great Britain or any area therein and for otherwise 
obtaining Statistical Information with respect to the Population of Great Britain” 
(August 16, 1920). 


2 The fact that the census is now under the Ministry of Health may have 
influenced the provision for a quinquennial census. On the subject of the short- 
comings of a decennial census, the parliamentary secretary of the Ministry of 
Health, when the Census Bill was before Parliament, said: ‘‘We find by experience 
that the information available to the country, and available to the Government, 
towards the end of the decennial period is very inaccurate. This vitiates all our 
health and mortality figures. In order that they may be of any value we must be 
able to give those figures in terms of percentages. It is of no value to know the 
number of people who die of any particular disease in any area, unless we give the 
percentage they represent of the population as a whole, and therefore it is absolutely 
essential that our main, fundamental figures of the population should be accurate. 
We find by experience that ten years is too long an interval. I could quote... . 
cases where the population of large centres have been either over-estimated or 
under-estimated to the extent, in some cases, of 25 per cent., showing how inaccurate 
some of the vital statistics must be on which we have been dependent in the past. 
A large number of other countries have quinquennial instead of decennial censuses— 
France, Germany, Japan, New Zealand, three of the Provinces of Canada, and 
other countries.” —4o H. L. Deb. § s., col. 577 (June 10, 1920). 
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by the local authority of its statutory duties.” The expenses 
of such a local census including the expense of publishing the 
reports or returns must be borne by the local authority. 

The census act also provides, as regards the schedule, that 
no particulars shall be required other than particulars respect- 
ing such matters as are mentioned in the schedule to the act. 
These are: (1) names, sex, age; (2) occupation, profession, trade, 
or employment; (3) nationality, birthplace, race, language; 
(4) place of abode and character of dwelling; (5) condition as 
to marriage, relation to head of family, issue born in marriage; 
(6) any other matters with respect to which it is desirable to 
obtain statistical information with a view to ascertaining the 
social or civil condition of the population. 

The expenses for the taking of the first census under the new 
act would, it was estimated, amount to £500,000. The cost 
of the 1911 census had been only £1096,o01.' The estimated 
increase in cost was charged to the rise in salaries and materials. 
It was pointed out that if, in future, censuses were taken at inter- 
vals of less than a decade, the cost would probably be substan- 
tially reduced. 

As in preceding English census enumerations, the 1921 
census schedules were filled in by householders instead of, as in 
America, by special census enumerators. The special committee 
of the Royal Statistical Society, which was appointed, with 
Professor Bowley as chairman, to consider proposals for improve- 
ments in the census of 1921, had recommended? a change to the 
American system on the ground that the use of special enumera- 
tors would add considerably to the accuracy of the returns and 
would make more practicable the inclusion of certain additional 
items on the census schedule. 

Again, following the practice of earlier English censuses, the 
de facto population was obtained in contrast to our de jure 
enumeration. On this point Professor Bowley’s committee had 
recommended the securing of the de facto population in order 


* Census (Expenses) Memorandum on Financial Resolution, Cmd. 869, 1920. 
2“Report on the Census,” Journal of the Royal Statistical Society, LXXXIII 
(January, 1920), 134. 
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to preserve the continuity of the census statistics. The desir- 
ability of accompanying the de facto enumeration by a de jure 
tabulation was pointed out. The committee suggested that the 
schedule might be amended to provide, for visitors, a statement 
as to their usual place of residence. In tabulating the returns 
the number of visitors or persons having a more permanent resi- 
dence elsewhere could be subtracted from the returns for the 
places where they were enumerated and added to the districts 
where they usually resided.‘ This method of securing both a 
de facto and a de jure enumeration would avoid our American 
difficulties of omissions and double enumerations. 
Unfortunately, the British coal strike and the threatened 
strike of railway and transport workers led to an eleventh-hour 
postponement of the census from April 24, 1921, the date origi- 


tIn discussing this subject Professor Bowley’s committee said: “The fact 
that in fixing the date of the Census a night is chosen on which it is presumed that 
the minimum number of persons will be away from their own homes shows that 
the aim of those responsible for the de facto censuses in the past has been to approxi- 
mate them as nearly as possible to de jure enumeration. The latter therefore have 
been tacitly acknowledged to form the ideal method of presenting the Census 
results, though practical considerations of accuracy and convenience might render 
that ideal difficult or impossible of attainment. It is difficult, indeed, to select 
any Census tabulation which would not more appropriately refer to the residents 
of each area than to its chance occupants on a given night, if their number could 
be stated with equal accuracy. For all such questions as the apportionment of 
electoral areas, municipal status, equalization of rates, housing and so forth the 
de jure population is evidently the appropriate measure, and the de facto is only 
tolerable as a substitute in so far as it approximates to the de jure. All tables, 
moreover, relating to the social conditions of the various areas would be more 
informative if they referred to the inhabitants of each area. Evidence of this 
will be found in the fact that we naturally think and speak of them as doing so. 
To take, for instance, occupation—there is much to be said against a system 
under which a man working as a miner in Glamorgan may be recorded as a coal 
miner in London. And the same may be said of industry, birth-place, fertility, 
overcrowding and probably any other subject dealt with. Lastly, it may be 
mentioned that the de jure rather than the de facto population is already required 
for the purposes of vital statistics. From 1911 onwards the Registrar-General 
has tabulated the de jure births and deaths for each administrative area, trans- 
ferring deaths of and births to non-residents to their areas of residence, so it is 
evident that for the preparation of birth- and death-rates the population should 
be similarly treated, if this can be done with sufficient accuracy.’’—“ Report on 
the Census,” Journal of the Royal Statistical Society, LXXXIII (Jenuary, 1920), 


130. 
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nally set, to June 19, 1921. The new date was close enough to 
the summer holiday period to show clearly one of the disadvan- 
tages of enumerating the de facto population. The preliminary 
census report notes that the holiday movement of June, 1921, 
was accelerated by a period of fine weather and was responsible 
for an artificial increase in the population of the more popular 
summer resorts. Thus of the twenty large towns in which the 
recorded increase in population between 1911 and 1921 was 
more than to per cent, at the top stand two popular holiday 
resorts—Blackpool with an increase of 64 per cent and Southend- 
on-Sea with an increase of 54 per cent. The census estimate is 
that the holiday movement affected from one-half to three- 
fourths of 1 per cent of population; but in particular areas, of 
course, the numbers affected would be much greater. 

The English census schedule of 1921 is of interest both for the 
withdrawals and the additions to the list of particulars required. 
In America we are accustomed to having questions pop on and 
off the census schedule, but the English take the withdrawals 
seriously. The Registrar-General notes in his introduction to 
the Preliminary Report that it is the first time in the modern 
history of census-taking in England “that any enquiry once 
introduced into the schedule has been omitted therefrom on a 
subsequent occasion. The fact is indicative of a stage at which 
the limits of expansion have been approximately reached.”* The 
“limits of expansion’’ which restrict the English schedule to 
some thirteen inquiries are interesting in comparison with the 
expanding capacity of our large schedules including twenty- 
nine inquiries in 1920 and thirty-two inquiries in 1910. 

The items omitted from the English schedule were the 
“infirmities” inquiry which asked whether any member of the 
household was blind, deaf, insane, or feeble-minded; and the 
“fertility” inquiry which was new in 1911 and which called for 

* The Coming Census, pamphlet, op. cit., explains that ‘‘The enquiries con- 
tained in the Census Schedule for 1921 are those which after careful sifting and 
selection have been decided to be the most valuable and necessary for public 
purposes; and it may be taken for granted that the greatest care has been exercised 


to avoid burdening the community with any enquiry which has not appeared to 
be fully justified by its value to the community.” 
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particulars as to the duration of existing marriages and the 
number of children born of such marriages. The “infirmities” 
inquiry was dropped, as all parts of it have finally been dropped 
from our own schedule, because, in the words of the Registrar- 
General, ‘‘of the generally recognized fact that reliable informa- 
tion upon these subjects cannot be expected in returns made 
by or on behalf of the individuals afflicted.””’ As regards the 
fertility inquiry it was dropped, ‘notwithstanding its impor- 
tance,’’ because “of the long range covered by the 1911 enquiry 
and of the fact that the wealth of material which it provided 
had not been completely exhausted.” 

The additions to the schedule are more interesting than the 
withdrawals. The first of these was an inquiry as to orphan- 
hood for children under fifteen, the instructions being to write 
“Both alive,” if both parents were alive; “Father dead,” 
“Mother dead”’ or “Both dead,”’ if one or both parents were 
dead. The Census handbook, which explains the schedule, 
points out that accurate information as to the number of orphans 
has become necessary as a result of the war and explains that 
the inquiry was added to the schedule “in order that proper 
attention may be given to the condition of orphans.’”! 

Another addition to the schedule was an inquiry as to “ Place 
of Work” accompanying the inquiries as to occupation and 
employment. The census instructions were to “Give the address 
of each person’s place of work. For a person with no regular 
place of work write ‘No fixed place.’ If the work is carried on 
mainly at home, write ‘At home.’’’ No entry was required for 
any person who was “retired or out of work.” This addition 
was one of those suggested by Professor Bowley’s committee, 
and the census authorities explain that it has been 
rendered specially necessary by the important problems of housing and 
transport. The Census shows us how many people /ive in any particular 
district; and this new question will tell us where those people work. We 
shall then know the daily tide of movement between people’s homes and 
their places of work, its direction, range and volume. 

This is obviously vital for the purpose of supplementing the transport 
facilities (bus, tram or train) for the working public. It is also necessary 


* The Coming Census, p. 4. 
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for housing purposes. In determining the site of new housing accommoda- 
tion it is essential to know what locality is most conveniently situated so 
as to enable the tenants to get to their work. It will be absolutely necessary 
to have this kind of information in order to arrange for houses to be built 
where they are most needed. Again, when the question arises of establish- 
ing continuation schools, it will be important for local authorities to know, 
not only where the people who have to be provided for live, but also where 
they work, since it may be more convenient to them to have their con- 
tinuation school in the neighborhood of their workplace than in the neighbor- 
hood of their residence.* 


The returns to this question have inevitably given rise to 
some new and interesting problems of tabulation. According 
to the Registrar-General, substantial administrative machinery 
had to be devised “to give statistical effect to the new place of 
work enquiry. While the scheme of enumeration itself ensures 
that the places of residence of the population on the Census night 
are automatically allotted to the several local sub-divisions of 
the country (boroughs, urban or rural districts, wards, and civil 
parishes, etc.), in which they are situated, no statistical expres- 
sion could, of course, be given to the place of work addresses 
until a similar allocation has been made and the local sub- 
division accurately identified in the case of each address.” 

Officers in charge of the enumeration, though familiar enough 
with their own districts, were not, of course, sufficiently informed 
about places in other sections to enable them correctly to assign 
all place of work addresses entered in their schedules. Further, 
the census authorities held the opinion that not without enormous 
expense, if at all, would it have been possible “to have collected 
and trained a staff at headquarters which would have been com- 
petent to identify in all cases the local areas within the boundaries 
of which every place of work throughout the country was situ- 
ated.’”’ A supplementary postcard census was therefore taken 
at a later date according to the following method of procedure: 

The local Registrar receiving the returns from Enumerators was 
required to identify and code the local area of each place-of-work address 


within the district for which he was responsible. But with regard to other 
place-of-work addresses, it was arranged that a simple postcard form should 


t Ibid., 'p. 6. 
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be written bearing the address of the place of work and the reference 
number of the Census Schedule upon which it was entered; and an arrange- 
ment was made with the General Post Office whereby these postcards 
when posted were delivered to the Registrar for the locality in which the 
place-of-work address was situated. This Registrar, having expert and 
precise knowledge of the boundaries and local sub-divisions in his own 
district was, of course, competent to make an accurate assignment of the 
address of each postcard received by him; and it was arranged that the 
Registrars receiving such postcards should code them and transmit them 
to headquarters. On receipt at headquarters the postcards thus coded 
were to be sorted back according to the districts whence they originated 
with a view to their ultimate association with the Schedules to which they 
respectively relate. This procedure appeared to offer the only means 
whereby full advantage could be derived from the invaluable material 
afforded by the place-of-work enquiry. It has involved, of course, large- 
scale operations in connection of the many millions of place-of-work 
addresses; and detailed preparations have had to be made to provide for 
the various contingencies which were bound to arise. 


It is of interest that Professor Bowley’s committee also 
recommended as a further addition to the inquiries relating to 
occupation and employment, a question as to unemployment. 
Their recommendation was, that, ‘‘for each person returned as 
occupied who was not actually occupied at all during the week 
previous to the Sunday of the Census, the letter N should be 
written, or in case of non-occupation through sickness or acci- 
dent, the letter S, or in case of persons on holiday, the letter 
H.’* This suggestion is interesting in view of our singularly 
unsuccessful experience in America with this question, which 
appeared on our census schedules in 1880, 1890, 1900, and rgro. 
The returns were not tabulated in 1880 nor in r1g10, and the 
results for 1890 and 1goo were not considered valuable enough 
to lead to the retention of the inquiry in 1920. 

An entirely new question in census experience either in Eng- 
land or the United States is the inquiry made only in respect of 
married men, widowers, and widows which asks for the “number 
of ages of all living children and stepchildren under sixteen 
years of age’”’ whether residing with the householder or not. 
That is, returns to this question will make available for the first 


* Journal of the Royal Statistical Society, LXX XIU, 137. 
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time statistics of the number and age distribution of the depend- 
ent children of every family. The census authorities explain 
that these returns “will be of great value in connection with 
questions relating to the amount of dependency upon various 
classes of men and women and various occupations or industries 
as well as for the amendment of any arrangements such as those 
relating to Workmen’s Compensation.” 

A final interesting change in the English schedule is an 
alteration in an old inquiry first used in the schedule of 1891— 
an inquiry which has produced immensely valuable social returns 
in the past with which we, in America, have unfortunately 
nothing to compare. This is the inquiry relating to the number 
of rooms occupied by each householder. In 1911, at the bottom 
of each family schedule was the following: “‘To be filled up by 
or on behalf of the Head of Family or other person in occupation, 
or in charge of, this dwelling. Write below the number of rooms 
in this dwelling (House, Tenement or Apartment). Count the 
kitchen as a room but do not count scullery, landing, lobby, 
closet, bathroom; nor warehouse, office, shop.”’ 

This was altered in 1921 and at the bottom of each house- 
holder’s schedule the following was inserted to be filled in by 
the enumerator or, according to English practice, by the person 
collecting the schedules: 








Males Females Persons Rooms. 


It is to be hoped that the change in the manner of making 
this inquiry will in no way invalidate for comparative purpose 
the valuable results hitherto obtained from this inquiry, the 
returns to which have been published in those interesting volumes 
on Tenements issued by the English census and which furnish 
the basis for the overcrowding statistics for all English cities 
and towns. This inquiry is unquestionably so much more 
valuable than some of the inquiries on our own schedule that it 
remains difficult to understand why in the face of the exceedingly 
useful results obtained with this question on the English schedule 
it should remain wanting on our own. 
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The results of the new census when finally published should 
therefore provide some material of great interest in the field 
of social statistics in the returns from (1) the ‘‘orphan’’ question, 
(2) the “place of work”’ question, (3) the “dependent children” 
question, (4) the substitution of the enumerator’s for the house- 
holder’s return as to the number of rooms in each occupied 
dwelling. 

It is of interest that the practical social uses of the census 
are emphasized by the census authorities. This periodical test 
examination of the condition of the people is said to be “ necessary 
as the basis of all plans for improvement and reform. The 
habits, customs, conditions and aims of the people are always 
slowly changing. The direction and extent of these drifts or 
changes” can be properly understood only through the census 
returns; and without a knowledge of these returns “the wisest 
and most enthusiastic efforts for the betterment of social con- 
ditions may be wholly wasted.’ 

EpiItH ABBOTT 

UNIVERSITY OF CHICAGO 


* The Coming Census, p. 2. 
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Professor Clark’s recent review of my essay “ Railroad Valuation 
by the Interstate Commerce Commission,” in the pages of this 
Journal, decries the note of skepticism with which that discussion 
closes. The present treatment seeks to give an analysis of outstanding 
events since the appearance of that volume in 1920, and to indicate 
the grounds on which the continuance of an attitude of skepticism is 
predicated. My previous conclusions can be adequately presented by 
a brief quotation: 

It is too early to say that the Commission will not fulfil the promise to 
state single figures of value. It is even conceivable that the sum of cost of 
reproduction and the “present value” of land may in some cases be so 
reported. But it is not too early to raise the question of the real scientific 
validity of such figures (or any other figures reported) when based upon a 
“judgment” purporting to consider the irreconcilable totals and elements 
made final in the preliminary opinions. Certainly the totals now being 
published offer no basis for a figure of “final value.’”’ They represent a 
compliance with a statute, as that statute has been interpreted, but they 
represent nothing more. The first use of the rule in Smyth v. Ames was a 
frank guess. Will the Commission in making its final report speak with 
equal courage? Or will the Commission take refuge behind generality ? 
It suffices for the present to recognize that the progress thus far made is 
not of a character to silence the skeptic who has small confidence in the 
conclusiveness or ultimate usefulness of the figures so expensively secured 
and so elaborately presented.' 


I find nothing in the events of the past two years to justify a change 
in the preceding statement. The totals developed in the series of 
tentative valuations, the faulty premises of which are exposed at 
length in the essay, have been used as a basis for fixing “final 
value.”” That which in 1920 was alleged by the writer to be im- 
possible of accomplishment has been accomplished. Thus, prima 
facie, is the critic confounded by the course of affairs. As compensa- 
tion, however, he finds a gratifying element in the situation, since 
other conjectures in the paragraph quoted have been borne out by 
the practice of the Commission. While tentative figures of “final 
value” have been published, the Commission has not disclosed 

*“Railroad Valuation by the Interstate Commerce Commission,” p. 110. 


Hereafter cited as “ Railroad Valuation, I.C.C.” 
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the manner of determination. It has, indeed, taken refuge behind 
phrases quite as question-begging as the rule in Smyth v. Ames. 
A typical statement is that in the Los Angeles & Salt Lake Case, in 
which, for the first time, a single figure of value was attached to a 
property, as had been promised in the earlier formal opinions.‘ The 
Commission’s conclusion in the Los Angeles & Salt Lake Valuation, 
since it represents that body’s statement of its procedure under the 
act, is worth giving in the original language: 

After careful consideration of all the facts, tentative and supplemental 
tentative valuations, including the excess cost of carrier lands, appreciation, 
depreciation, going concern value, working capital and materials and 
supplies, and all other matters which appear to have a bearing upon the 
value here reported, the value, as that term is used in the Interstate Com- 
merce Act, of the property of the above named carriers, owned and used, 
and used but not owned, devoted by the carrier to common-carrier purposes, 
is found to be $45,871,093. There is included in the figure named as final 
value, the value of certain lands used by the carrier for common-carrier 
purposes but owned by parties other than a common carrier, the present 
value of which is $38,774.78. There is also included in the value above 
stated the sum of $2,821,093 on account of working capital and materials 
and supplies. 

The accomplishment, however, is somewhat dimmed when the 
manner in which this particular figure was hit upon becomes apparent. 
Where did this figure, purporting to be accurate to the final cent, 
come from? An answer was not found until a considerable number 
of “final value”’ figures had been published; when, in due time, the 
uniformity of the figures disclosed the method of that preparation. 
The figure is an “‘expert’’ guess—no more, no less. Such analysis of 
the figures as can be made indicates that the final value as reported 
for most roads is the sum of the cost of reproduction less depreciation, 
as reported by the Commission’s engineers, plus the “present value” 
of the carrier lands as determined by the adjacent land test, plus 5 
per cent of this total, then carried to the next lower or higher round 
figure (usually the latter) plus an allowance for working capital—cash, 
materials, and supplies. No allowance for intangibles, as such, 
appears, and there has been no apparent allowance made for any 
excess ‘‘cost of reacquiring”’ the carrier lands—the general statement 
of the Commission notwithstanding, unless the bulk 5 per cent may 
be accepted as such. 

' “Railroad Valuation, I.C.C.,” p. 8; Texas Midland, 1 Val. Rep. 1, 6; Winston- 
Salem Southbound, 1 Val. Rep. 187, 189; Kansas City Southern, 1 Val. Rep. 223, 
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There are some exceptions to the application of the 5 per cent 
short cut, but these have been quite exceptional, and most important 
because showing that the Commission has, after all, been resorting 
to expediency. For the Elgin, Joliet & Eastern and its affiliated 
companies the percentage allowance was apparently 73 per cent, the 


figure also for the Mobile & 


Ohio: 
TABLE I 























Cost oF REPRODUCTION LEss DEPRECIA- 

TION Pius “PRESENT VALUE “FinaL VALUE” 

RAILROAD or LanbD” Less CasH, 
“ MATERIALS, AND 

SUPPLIES 

Plus 5 Per Cent Plus 7} Per Cent 

Elgin, Joliet and Eastern....... 13,673,628 13,999,188 14,000,000 
Chicago, Lake Shore & Eastern} 18,796,215 19,345,904 19,250,000 
Joliet & Blue Island......... 380,930 389,999 400 ,000 
Mobile & Ohio...............] 41,071,886 42,049,786 42,000,000 








For the Rock Island a curious situation appears. There, for the parent 
company, the percentage allowance is 2} per cent, although on the 
subsidiaries the full 5 per cent is allowed. The figure of final value 
less cash, materials, supplies, etc., has been fixed at $243,000,000, 
whereas the 1023 per cent figure is $242,837,659. These figures 
later called forth the remark that “the Rock Island is surprisingly 
sound with a practical correspondence of present value and recorded 
investment.”? Undoubtedly the explanation of the shrinking of the 
percentage allowance from 5 per cent to 2} per cent is the fact that 
a 2} per cent allowance proved sufficient to “clear” the carrier 
investment account: which, on valuation date, was carried on the 
books as $235,867,015. The application of the 5 per cent formula 
to the subsidiaries is apparent from the following figures: 


TABLE II 











a ; | 
|Cost of Reproduction Less} 








Batted | Depreciation Plus “Final Value”’ Less Cash, 
marone \Present Value of Land”| Materials, and Supplies 
| Plus 5 per cent 
Keokuk & Des Moines...............| 3,455,183 3,464,958 
Choctaw, Oklahoma & Gulf.......... | 35,012,300 | 35,500,000 
Rock Island, Arkansas & Louisiana. .. . | 10,747,985 | 10,750,000 
St. Paul & K.C. Short Line...........| 8,404, 285 8,400,000 
ee IN yo osaik oie occ ederaninisiadis 12,979,186 13,000,000 
= / “ 

Peoria & Bureau Valley.............. 1,641,120 1,650,000 





* Consolidation of Railroads, 63 I.C.C. 455, Appendix, p. 644. 
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These figures are typical of those fixed for substantially all other 
companies for which figures of “final value” have been published. 
The figures for the larger companies are given below, but for the smaller 
companies the figures show similar calculations.' There can be no 
doubt concerning the method by which substantially all the figures 


have been built up. 


TABLE III 














Cost of Repro- 

| oe ion -_ - — F 
Valuation Docket Railroad Plc p< ene eieaaiein and 

} Value of Lands” Supplies 

Plus 5 Per Cent 

yo | Kansas City Southern 26,879,893 | 28,763,625 
17 | Georgia, Southern & Florida 9,367,610 | 9,500,000 
31 Norfolk Southern 21,172,300 | 21,220,000 
41 | Chicago, Terre Haute & S.E. 19,507,501 | 19,919,076 
73 Spokane International 4,724,948 | 4,750,000 
132 | St. Louis S.W. of Texas 22,825,504 | 22,850,000 
142 | St. Louis S.W. 25,286,248 | 25,550,000 
144 | Green Bay & Wn. 4,766,870 4,900,000 
150 Bangor & Aroostook 20,741,043 | 20,658,484 
151 | Florida East Coast 45,128,330 | 45,500,000 
150 | New York, Phil., & Norfolk 10,432,022 | 10,500,000 
164 | Charleston & Western Carolina 9,807,930 | 9,800,000 
168 | Chicago, Indianapolis and Louisville | 26,581,190 | 26,750,000 
192 | New York, Ontario & Western 31,986,446 | 32,500,000 
202 | Chicago & Eastern Illinois 62,057,847 | 62,250,000 
207. Maine I scar ccar aac uty arcrna Manors 39,923,700 | 40,000,000 
209 | Arizona Eastern 9,375,537 9,400,000 
22 ..| Boston & Maine 92,991,822 | 92,500,000 
er Boston & Lowell 26,679,284 | 26,500,000 





Some of the deviations from the 5 per cent rule apparently are 
due to a desire to “cover” underlying security issues. Thus the 
5 per cent rule which would give $15,414,209 for the Toledo, St. Louis 
& Western, is deviated from by fixing a figure (less cash, supplies, 
and materials) of $16,250,000. Quite conceivably the figure was 
stretched because of the existence of underlying bond issues, of which 
bonds to an amount of $16,075,000 were outstanding as of December 
21,1919. It is possible also that the figures for the Louisiana Railway 
and Navigation Company (which, on the 5 per cent formula would make 
$9,737,052) were stretched io $10,500,000 on the same account—the 


* The complete figures for the first 153 valuation dockets from which detailed 
figures, similar to those contained in the text may be worked up, are contained 
in Plumb Exhibits 1 and 1-A, Hearings, House Committee on Interstate and 
Foreign Commerce, 67th Cong., 2d Sess., ‘Railroad Valuations,” pp. 84 and 86. 
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underlying bond issue being $10,361,000. But for the great number 
of “valuations” the straight 5 per cent formula has been used in 
the calculation of the base figure of “final value.” 

To attack the figure of final value as thus determined as unscientific 
and inconclusive is easy. Undoubtedly it is true that much unwar- 
ranted weight will be given to figures which, as figures, deserve no 
special credence. Railroad apologists hurried to proclaim that the 
figures show that talk of watered stock had been much exaggerated. 
The counsel for the organized railway employees, Mr. Plumb, on the 
other hand, used the figures to discredit the $18,g00,000,000 tentative 
figure fixed in the Increased Rate Case.t The truth of the matter is 
that, taken alone, the figures prove nothing at all. The valuation 
made by the Interstate Commerce Commission has been a grand guess 
from beginning to end. 

Disclosure of this method of making up the figure of “value” is 
important because of the relationship to the attack which the railroads 
promise to bring against any final figures predicated thereon. It is 
not probable that they can hope to stir the Commission from the stand 
that the plant and equipment of the carrier must be valued with 
deduction for accrued depreciation. Citation of authority from 
decisions, and the testimony of distinguished railroad men have never 
in the past made a dent in the Commission’s argument.? The argu- 
ment is likely to be abandoned except by such “weak” roads as the 
Altlanta, Birmingham & Atlantic whose counsel have insisted that 
the “value” should be fixed at cost of reproduction new. The attack 
will go against the land figures. 

The Commission, upholding the contention of its Bureau of Valua- 
tion that, under the opinion in the Minnesota Rate Cases, it could not 
determine the cost of ‘reacquiring”’ the carrier Jands, had refrained 
from ordering compliance with that clause of the Valuation Act which 
directed a report of “the original and present cost of condemnation 
and damages, or of purchase in excess of ... . original cost or 
present value.’”’ Mr. Justice Hughes, in the Minnesota Rate Cases 
had said: 

The conditions of ownership of the property and the amounts which 
would have to be paid in acquiring the right of way, supposing the railroad 
to be removed, are wholly beyond reach of any process of rational determi- 


'Ibid., p. 90; and the reply testimony of Mr. W. G. Brantley, attorney for the 
Presidents’ Conference Committee, p. 123. 
2 “Railroad Valuation, I.C.C.,” pp. 39-57 and the references there cited. 
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nation. The cost of reproduction method is of service in ascertaining the 
present value of the plant when it is reasonably applied, and when the cost 
of reproducing the property may be ascertained with a proper degree of 
certainty. But it does not justify the acceptance of results which depend 


upon mere conjecture.' 


The Commission, finding that the estimate could be made “only 
upon inadmissable assumptions and upon impossible hypotheses, ’’ held 
that its ‘duty to abstain from reporting as an ascertained fact that 
which is incapable of ascertainment” was “clear.’”? Thereupon the 
Kansas City Southern had sought a writ of mandamus in the Supreme 
Court of the District of Columbia which should require the Commis- 
sion to investigate and report the “present cost of condemnation and 
damages or purchase”’ of its right of way and lands. Beaten here, 
the carrier won in the Supreme Court, which held that the Commission 
must obey the mandate of Congress, since “Congress indisputably 
had the authority to impose upon the Commission the duty in ques- 
tion.’’> Thereupon the Bureau of Valuation undertook to do that 
which, on its importunings, the Commission had held “beyond the 
possibility of rational determination,” calling for “inadmissable 
assumptions,”’ and underlaid by “impossible hypotheses” as to 
subjects “incapable of rational ascertainment ’’—rather a large order. 
The Commission reported in its 1920 Annual Report that the result 
of the Supreme Court’s holding was to prevent the fixing of a final 
value upon any property, or the service of other tentative valuation, 
until this figure could be ascertained. 

It is the implication from the carriers’ contentions that this 
language has been mere lip compliance, in fact meaning «nothing, 
since the figures of value as fixed, though purporting to take into 
account the cost of reacquiring carrier lands, in fact, do not. The 
carriers will not fail to build up figures such as those given in the 
preceding tables to bolster up this contention, and there is also the 
action of the Commission in supporting the bill, subsequently enacted 
into law, relieving the Commission from the task of calculating the 
cost of reacquiring lands. Presumably the Commission’s represent- 
atives would not urge that the Commission be deprived of evidence 
important in determining the figure of final value. The carriers, 

' Minnesota Rate Cases, 230 U.S. 352, 452. 

? Texas Midland, 1 Val. Rep. 1, 60; Kansas City Southern, 1 Val. Rep. 223, 


»5S-O2. 


> U.S. ex rel Kansas City Southern Ry. Co. v. I.C.C., 252 U.S. 178. 
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however, have not come away from the court and legislative battle 
entirely empty handed, since they have figures reporting the “impos- 
sible”’ for a number of railroads (nearly 250). The Commission would 
seem to be estopped from longer declaring impossible of determination 
a “fact,” or sets of “facts” which its own subordinate department 
did determine when required by court order. The figures reported 
were built upon the multiple basis, used in the state appraisals, 
which had called forth the comment from Mr. Justice Hughes in the 
Minnesota Rate Case. 

No discussion of valuation developments since 1920 could be 
complete without reference to the general rate-levels decisions of 1920 
and 1922. The Transportation Act had directed that the Commission, 

In the exercise of its power to prescribe just and reasonable rates 

. initiate, modify, establish or adjust such rates so that the carriers 

as a whole (or as a whole in each of such rate groups as the commission may, 
from time to time, designate), will under honest, efficient and economical 
management and reasonable expenditures for maintenance of way, structures 
and equipment earn an aggregate annual net railway operating income 
equal as nearly as may be, to a fair return upon the aggregate value of the 
railway properties of such carriers held for and used in the service of trans- 
portation.‘ 
Until such time as the final value for each carrier property should be 
determined, the Commission was directed to utilize the results of its 
valuation investigations in so far as deemed available, and to give 
due consideration to all elements of value recognized by the law of the 
land for rate-making purposes. To the property investment account 
it was adjured to give only “that consideration which under such law 
it is entitled to in establishing values for rate-making purposes.”’ 
Acting under this power the Commission in the 1920 Increased Rate 
Case found aggregate values as follows: 


Eastern group... . .$8 ,800,000,000 
Southern group. . . .2,000,000,000 
Western group... . .8,100,000,000 





$18 , goo ,000 ,c00 


‘Interstate Commerce Act, Sec. 15@. The Commission, in its opinion, 
Increased Rates, 1920, 58 I.C.C. 220, exercised the power granted in the Act to add 
one-half per cent for improvements to the rate of return (5} per cent) fixed by the 
act as “fair,” until March, 1 1922. The 1922 decision fixed the rate at 5} per cent. 
Reduced Rates, 1922, 68 I.C.C. 676, 679. Actually during 1920-21 the rates 
earned (aggregate figures) were much below the level set as fair in 1920. Jbid., 


p. 687. 
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The aggregate book costs for the properties were then: 


Eastern group. . ..$9,038,194,615 
Southern group... .2,183,923,124 
Western group... . .8,818,454,872 





$20,040,572, 611 


The round figures were adopted by the Commission only after consider- 
able study. Commissioner Hall defended them: 


All of the results produced by years of work on the part of the Bureau of 
Valuation were utilized, both as to particular roads and as to general 
tendencies and principles. These data covered (a) information as to the 
original cost of the property, (b) cost of reproduction new, (c) the accrued 
depreciation, (d) the amount of the investment, (e) the corporate histories 
of the properties, (f) the values of the lands, and (g) other values and ele- 
ments of value, if any. 

Those were found in the working papers in our Bureau of Valuation, 
which had accumulated during this period of time. 

We utilized the results of the work of the bureau not only in cases 
where reports from the engineering, land, and accounting sections were all 
completed, our work being done by sections, but where substantial comple- 
tion had been reached in the work of any of these divisions. Some idea of 
the magnitude of this special task of compilation may be had from the fact 
that 572 employee-days services were performed in the bureau of valuation 
in this phase of the work. .... 

We made a most serious and diligent attempt, irrespective of what was 
urged upon us in argument or in other ways, or presented in evidence—now, 
do not misunderstand me; we did not ignore the evidence; we took all the 
evidence and we considered it; it was our duty to do that, but we had to 
exercise judgment in weighing this evidence, and we reached conclusions 
which, after all, represent the composite of a number of minds. 

The amount and market value of the bonds and stocks had been 
developed along general lines in the evidence, but was not especially studied 
by us. 

In the compilation of the statistical matter, 494 clerk-days’ labor was 
performed in the Bureau ot Statistics. This is distinct, of course, from the 
labor that was done in the Bureau of Valuation. In addition, the entire 
time of Attorney Examiner Flynn was taken up for more than three months 
with this work. 


Such crude calculations, presumably, will be unnecessary when once 
the final valuations are fixed under the act, since it is provided that 


? Modification of Transportation Act, 1920, Hearings Senate Committee on 
Interstate Commerce on S. 1150 and S. 2510, 67th Cong., rst Sess., p. 677. 
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“Whenever, . . . . the value of the railway property of any carrier 
held for and used in the service of transportation has been finally 
ascertained, the value so ascertained shall be deemed by the commis- 
sion to be the value thereof for the purpose of determining such 
aggregate value.” The individual final valuations are then the key to 
the problem. 

They are also important for the exercise of the power to 
“recapture” excess earnings: 


If .... any carrier receives for any year a net railway operating 
income in excess of 6 per centum of the value of the railway property held 
for and used by it in the service of transportation, one half of such excess 
shall be placed in a reserve fund estabiished and maintained by such carrier 
and the remaining one half thereof shall . ... be recoverable by and 
paid to the Commission for the purpose of establishing and manufacturing a 
general railroad contingent fund. .... 


It is not hard to see why such a carrier as the Union Pacific, which will, 
undoubtedly, face the problem of litigating the excess-earnings clause, 
should insist that the value of a railroad property can be measured 
only by capitalizing earnings. How such a theory can be squared 
with the logical difficulty that a value used for fixing earnings can- 
not be measured by capitalizing earnings is not easy to see. But pro- 
cedure in the whole valuation controversy is not notable for rigid 
adherence to logical analysis. Perhaps “value” for rate-making 
purposes and “value” for the recapture of excess earnings will be 
fixed upon different premises. Only the seemingly inevitable judicial 
opinion can say. 
Homer B. VANDERBLUE 
HARVARD UNIVERSITY 
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Prices and Wages. By Percy WALLIS and ALBERT WALLIS. 
London: P. S. King and Son, Ltd., 1921. Pp. xii+456. 
255. 

This volume contains a theory of value, prices, wages, profits, 
unemployment and business cycles; a theory comprehensive and most 
elaborately buttressed with statistical tables. Based on a Marxian 
foundation, it is fashioned into forms of decidedly daring novelty and 
originality, and it is put to a use that is far from Marxian. The labor- 
theory of value, with the corresponding conception of the unproduc- 
tiveness of capital, the exploitation theory of profits and the idea of 
the dependence of capitalism on an industrial reserve army—all these 
have been inherent parts of scientific socialism since the time of Marx. 
Now, just as socialism seems to be finding that it can get along with- 
out them, they are taken up by two writers who distrust socialism, 
as leading inevitably to bureaucracy, who think a system of demo- 
cratic and autonomous industrial groups is impossible and who 
believe in competition (with state aid) as the road to economic justice 
and order. The theory is put forth in a spirit of admirable modesty 
and with a consciousness that the data for its verification are quite 
incomplete. 

Briefly, the theory is that values and prices of commodities, 
including gold, are governed by labor-cost of production, that wages 
and salaries show a tendency to absorb, with surprising regularity, 
about 64 per cent of the total value produced in different branches of 
production and in different historical periods, that capital is not in 
itself productive and that profits depend solelv on the continued pres- 
ence of unemployment (including part-time work), without which 
personal service would absorb the entire product as wages and salaries. 

The correct policy for the state, then, is not to take over all capital, 
for this by itself has no magic productive power and the bureaucracy 
necessary to manage it might absorb as much income as private profit- 
takers and be less efficient. The correct policy for the state is to see 
to it that there isno unemployment. As for method, that is essentially 
a matter for experiment, but the authors suggest that the government 
stand ready to supply an up-to-date and fully equipped factory to any 
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persons wanting more work or better-organized work than private 
employers would furnish them. Government would “see that the 
books were kept”’ and that depreciation was taken care of, and what- 
ever rate of interest it might charge would govern the market rate, so 
that “if the Government charged no interest, neither could anyone 
else.” This last proposition, however, is apparently contradicted 
(page 448) in a passage which says that if capital had to be raised out 
of taxes the electors might not support the Government in the more or 
less speculative work of building up equipment for the future, “and 
that in that case private capitalists and financiers might, at their own 
risk, still invest in such undertakings and make profit and interest 
thereby.” Under such conditions, however, profits would be just and 
would have to be earned by productive efficiency beyond the average. 

Before attempting to weigh the authors’ theories, the reader 
must needs adjust himself to some unfamiliar terminology. A fund of 
machinery is not capital, but “improved resources.” “Capital” con- 
sists of the current using-up of these resources in production. 
“Normal price’ means the money value of the product per capita of 
the working force. Thus it behaves quite differently from the kind 
of prices measured by index-numbers. In fact, the “normal price” 
of corn, for example, does not record the price of corn either in money 
or in effort; it varies directly with the money-price and inversely with 
the effort-price. Nor does it record the price of labor. Since the 
figures actually used in reckoning “normal prices” count everyone 
engaged in the industry, without deduction for part time, they also 
tend to vary inversely with the amount of part-time employment. 
A given volume of commodity, selling at a given money price, would 
register a higher “normal price” if it were the product of a smaller 
number of laborers working full time, than if it were the product of a 
larger number working part time. No wonder “normal price” rises 
in good times and falls in bad! If the authors wish to talk about 
value output per capita, it would be clearer to call it that or to use some 
other term more accurately descriptive. 

The authors’ attempt to support the labor theory of value by 
statistics shows courage, to say the least. It is based on the British 
Census of Production for 1907, and the figures show an annual value 
produced per person that varies from £61 in clothing and jute and linen 
to £343 indrink and coopering. The authors note, among other things, 
that “wherever the plant is large in proportion to the persons employed, 
the value produced is too high. This is no doubt due to the duplica- 
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tion caused by not deducting depreciation and taxes, which represent 
work purchased from people not included in the staff of the industry 
purchasing such work.”’ When such large discrepancies are accounted 
for in this conjectural fashion a great deal is taken for granted. Inter- 
est on investment would ordinarily be supposed to account for part of 
the discrepancies, and no proof is given that it does not. Incidentally, 
the claim that taxes go to pay labor needs some qualification. Interest 
on public debts was a large item even at the time covered by the 
authors’ figures, and is vastly larger now. 

One of the central features of the book is a graph showing the effect 
of unemployment on wages, on the assumption that with no unem- 
ployment at all, wages would absorb the entire product, and that 
unemployment, besides reducing the total output, reduces also the 
percentage received by labor. Some statistics are cited as indications 
of the character of the curve, but unfortunately the figures (table 70) 
show only the percentage change in total wages from the base year, 
1905, without allowance for changes in total value produced. The 
result is a figure of 106 per cent for 1915, which obviously does not 
mean that labor absorbed 6 per cent more than the entire product of 
that year, yet it is used to verify figures which purport to show the 
percentage of current product competition naturally gives to labor. 
Needless to say, the result is inconclusive. The authors’ theory 
requires profits to be smaller in times of active business when unem- 
ployment is low, whereas they are commonly larger. This can possibly 
be explained by the delayed action of certain forces, but it makes it 
difficult to find real statistical evidence for the authors’ theory. The 
inquiry is an interesting one: an inductive study of the effect of unem- 
ployment on wages would be extremely useful, if it were based on 
comparable data. With the wealth of material now available in the 
shape of indexes of production, prices and incomes, it should be quite 
possible to make such a study, the figures for unemployment being 
the only really weak link in the chain of evidence. 

As to the general theoretical doctrines of the book they cannot 
be said to be proven. Indeed, after taking account of all the quali- 
fications and exceptions introduced by the authors themselves (espe- 
cially in the final chapter), it is a little hard to say exactly what it is 
that remains to be proved. The authors would not abolish all interest 
and profits, but would limit them to a reward for organizing ability 
above the average, by abolishing involuntary unemployment. But 
why average? Do the authors mean that approximately half the 
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producers shall always be producing at a loss? And if so, why will 
they go on producing ? 

It is to be hoped the authors will go farther with their constructive 
proposals, and will show toward their own plan the same hard-headed 
sanity which they display in visualizing and criticizing the pro- 
grammes of socialism. In particular some attention should be paid 
to the importance of the marginal producer and to the fact that 
there are different kinds of unemployment, some being inevitable and 
some positively beneficial. Altogether, the book contains much sound 
sense, together with numerous statements which appear to be non 
sequiturs. There seems to be a peculiar quality in economic theoriz- 
ing whereby persons who would not be far apart on tangible and clearly 
defined issues, can manage to clash irreconcilably in the realm of the 
concepts they have builded, wherein they do not even talk each others’ 
language. Economists will not accept the Wallis theory of profits in 
its present form—probably they will not agree that the book con- 
tains a consistent theory—yet there is something here which may prove 
to be worth following up. A system of industry in which the avail- 
able stock of energy cannot be fully and steadily utilized without giving 
labor a larger share of the output than the system will permanently 
permit; and which knows no better cure than chronic unemployment; 
and a labor market warped and demoralized by this fact—these sound 
suspiciously like fair characterizations of one of the worst features of 


modern industrialism. 
J. M. Crark 
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The Farm Bureau Movement. By O. M. Kite. New York: 
The Macmillan Co., 1921. Pp. 282. 


This is a timely and illuminating volume from a man who by 
virtue of his official connection has been privileged to secure a par- 
ticularly intimate view of the national farm bureau organization. In 
spite of this former connection and the friendly introduction by 
President Howard of the American Farm Bureau Federation, this 
book is not, so the reviewer is informed, to be regarded as an official 
statement nor is it accepted at headquarters as an entirely satisfactory 
exposition of the matter. However, it may be commended to the 
mass of readers as being a broader, more accurate, and more com- 
prehensive description and analysis of the movement than is ordinarily 
to be secured so early in the history of great popular movements of this 
sort. 
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The book in one sense is distinctly more than its title promises 
since it is not merely a discussion of the farm bureau but devotes 
something like one-third of its pages to a discussion of farm organiza- 
tion movements in general before the birth of the farm bureau idea, 
and considerable space elsewhere in the book is given to the discussion 
of contemporary farm organizations for the sake of comparison with 
the farm bureau. This historical approach to the problem makes for 
temperateness and breadth of view even though the material itself has 
been picked up at second hand and shows no very thorough knowledge 
or profound understanding of some of the issues presented. 

The book, in another sense, is rather less than its title promises. 
The “farm bureau movement” consists not alone of the American 
Farm Bureau Federation but also of a large number of state federations 
and a yet larger number of county farm bureaus and township or 
other local groups. In the curious process of its evolution the move- 
ment also has acquired an intimate, though somewhat ambiguous, 
connection with the agricultural extension service of the various 
agricultural colleges and of the United States Department of Agri- 
culture. State sovereignty has been so thoroughly preserved in the 
case of the state federations that a considerable diversity in form of 
organization and type of work has been built up in the different states, 
thus preserving within the farm bureau movement that latitude for 
provincial experimentation which has so often been pointed out as a 
peculiar strength of political organization in the United States. Mr. 
Kile either has not informed himself fully concerning the depth and 
significance of these differences in policy within the different states or 
has elected to expound only that type of organization which appeals 
to him as being the most successful or desirable. 

Likewise the dual connection of the farm bureau movement as 
the latest ramification of the extension idea, on the one hand, and as 
a rather ambitious scheme of federation into a state and national 
organization free from the trammels ot our state educational institu- 
tions or government bureaus, on the other hand, presents a practical 
dilemma which is very inadequately discussed in The Farm Bureau 
Movement. This is doubtless good judgment on the part of one writ- 
ing for the audience to which Mr. Kile addresses himself, but from the 
point of view of the student it must be admitted that it is at this very 
point that the future growth and successful operation of the farm 
bureau and federation system seems most definitely to be threatened. 

Somewhat similar is the problem of the identification of the farm 
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bureau as such with commercial activities. In spite of the wise 
lessons drawn from the past, when the Grange and other farm organi- 
zations became involved in commercial ventures, Mr. Kile is the 
apologist for all that has been done under farm bureau auspices along 
commercial lines and appears to feel that the Federation should 
maintain some very definite suzerainty in this field. He says: 

The very present danger exists that unless the Farm Bureau can develop 
along lines big enough and broad enough so as to make marketing merely 
one of its numerous important activities, it may eventually turn out that 
the co-operative concerns that it creates may become so large and powerful 
within a given territory that they will practically ignore the parent organiza- 
tion. In fact the American Farm Bureau Federation is not even the 
organic parent under the plan of organization whereby the commodity co- 
operative organizations are now being brought into existence. Since each 
commodity organization can be but sectional, there would still be great 
need for some overhead organization national in scope and capable of 
speaking for a// the farmers, even should a complete network of commodity 
organizations come into existence. It will require the utmost skill of 
management for the Farm Bureau to establish itself so firmly in this position 
of leadership now that it cannot be displaced by some association of com- 
modity organizations later [p. 274]. 


This question of sectionalism, barely glimpsed in the quotation 
above, is in fact one of the most vital issues with reference to the 
national plan of organization whether in the field of legislation or in 
that of large-scale commercial organizations such as the American 
Farm Bureau Federation has particularly fostered. The overlooking 
or evasion of this issue in the book before us is conspicuous. 

The farm bureau movement is an event which bulks large enough 
in our national life to call for the writing of more than one book about 
it. Other writers, approaching it from other points of view and with a 
longer perspective in which to view the matter, will doubtless tell a 
different story and achieve possibly a truer interpretation than has 
been presented in this volume. Nevertheless it is a significant docu- 
ment and a worthy pioneer in its field. Possibly its most valuable 
contribution is to be found in chapter xiv, in which the writer tells us 
how the Federation’s work at Washington looked from the angle 
at which he viewed it. Possibly its weakest feature is the naiveté 
of his notions about co-operation and the superstitious respect paid 
the hocus-pocus of the “Committee of Seventeen” and like bodies. 

E. G. Nourse 


Iowa STATE COLLEGE 
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The Fundamentals of Accounting. By WittiAM Morse COLE, 
A.M., Professor of Accounting, Harvard University, with 
the collaboration of ANNE ELIZABETH GEDDES, A.B. New 
York: Houghton Mifflin Co. Pp. xi+454. 

It has often been said that a book is justified if it presents new 
material which is valuable or if it presents old material in a new and 
useful way. Fundamentals of Accounting meets both of these require- 
ments and especially the latter one. It is not a rehash of old material. 
It is the exposition of a “new thinking through” of the problems of 
double entry bookkeeping and the elements of accounting science. It 
is true that the author’s theory of double entry is based on the “‘equa- 
tion method” which is as old as bookkeeping itself and which has been 
presented ably by J. F. Schaer in Germany and H. R. Hatfield in 
America. Nevertheless, the author has developed and elaborated this 
theory to an extent that he is entitled to credit for a real contribution. 

It is interesting to compare the present book with the author’s 
earlier text, Accounts, Their Construction and Interpretation which was 
written thirteen years before. In the earlier text, Professor Cole 
devotes the first part of his book to a treatment of the principles of 
bookkeeping (which is concerned largely with bookkeeping procedure) 
and this is followed by a discussion of the principles of accounting. 
In the present volume “the technique of bookkeeping does not appear 
until the ninth chapter, and then it results from a need of labor-saving 
devices. This technique is dwelt upon only enough to show the feasi- 
bility of most of the information that the accountant desires.” This 
procedure is in conformity with the present tendency, in collegiate 
courses in accounting, of mastering principles before plunging into 
technique and of minimizing detail as much as possible. The author 
very aptly says, “Though bookkeeping is the tool of accounting, it is 
a tool so simple in principle that to ask anyone who does not intend 
to be a bookkeeper or professional accountant to spend many months 
in studying it is almost an educational crime.” Further evidence of 
good educational method is given in the statement, “‘ The whole method 
of procedure is based on the fact that nothing is of interest until some 
need of it or curiosity about it, is felt.” Accounting instructors have 
often failed woefully in realizing the significance of this pedagogical 
principle. Consequently they have plunged students into a mass 
of detail without any explanation of the why or wherefore, with the 
result that the students mastered it merely by rote if they mastered 
it at all. 
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The text covers comprehensively the fundamentals of accounting, 
if accounting be interpreted in the strict and orthodox sense, and the 
topics selected for discussion are well chosen. From the point of view 
of the reviewer it is to be regretted that the author restricts himself 
primarily to a consideration of the recording phase of accounting and 
gives slight attention to the interpretative phase. The use of account- 
ing in administrative control is not considered and the relation of 
accounting to other fields such as statistics and economics is at most 
only suggested. The author may well say that a consideration of these 
matters is not the function of a text on fundamentals. Nevertheless, 
their treatment even in a brief way would be beneficial in developing 
a proper point of view for the beginner and the author is well qualified 
to give a profitable discussion of them. 

Despite the undoubted merit of this text as a philosophical dis- 
cussion of accounting fundamentals, it is more than doubtful whether 
it will serve adequately the purpose for which it is written, namely, 
a textbook for beginners. Not many instructors will care to require 
their students to spend the time and energy which would be necessary 
to comprehend this text. The author states that he “does not avoid 
a matter because it chances to be abstract or difficult’”’ and to a certain 
extent this plan iscommendable. It is doubtful, however, whether it is 
desirable to make a subject unnecessarily hard to understand and it 
seems to the reviewer that in many cases this text is subject to this 
criticism. For instance, it would hardly seem necessary to make a 
student puzzle over the following in order to learn one part of the 
meaning of a credit: “A decrease in an asset is the opposite of an 
increase in an asset; and as the increase gives a debit entry, the 
decrease must give a credit entry; this change is doubly the opposite 
of an increase of an ownership—claim—for it is a reverse change, a 
decrease in a reverse account, an asset, and so the entry is itself a 
credit.” The text abounds with statements of a similar nature. 
It is not contended that the text cannot be taught to beginners. 
Almost anything can be taught to college students if one desires to 
spend the necessary time and effort. It is contended that the subject- 
matter of the text is made unnecessarily difficult and that the reward 
which the beginner would obtain from its mastery would not be 
commensurate with the cost. 

The chapters on profits, depreciation, maintenance, and cost are 
especially useful and will compensate a careful reading. In the dis- 
cussion of such topics the author is at his best and seems much more 
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at home than in the presentation of the elements. In fact the later 
chapters of the book are written in much more simple style than are 
the beginning chapters. 

Without doubt this text should find a place in the library of every 
teacher and practitioner of accounting. The profession is indebted 
to the author for his stimulating and inspiring treatise. The literature 
of accounting would be benefited by the production of more books 
which emphasize fundamentals rather than technique and detail. 

J. O. McKINnsEy 


UNIVERSITY OF CHICAGO 


The Organization of the Boot and Shoe Industry in Massachusetts 
before 1875. BLANCHE EvANS Hazarp. Harvard University 
Press. 1921. 

Since shoemakers as a class have been unique among artisans for 
their high standard of life and thought, this study has a human 
interest not common in monographs. The book is the outcome of 
ten years of research, and is a model of scientific workmanship. It 
is also unusually readable because enough details of local history 
are woven in to give a setting for the main theme; moreover, the 
footnotes are full of interesting personal facts and comments. The 
device of opening each chapter with a summary of the contents acts 
like a searchlight, as someone has said, lighting up the reader’s path 
ahead. There isa very careful index. The sources of the information 
gathered are classified at the end, and consist mainly of the oral testi- 
mony of individual shoemakers (many of them octogenarians), old 
account books, private business papers, statistics, letters, newspaper 
files, and official records. Extracts from the most valuable and least 
accessible of these are included, among other documents, as appen- 
dixes; they occupy half the volume, and are a mine of valuable 
material for students seeking data on social and economic conditions. 

The history of this ancient industry seems to the author to verify 
inductively the stages of industrial evolution set forth by Karl Biicher 
(p. vii). It is these stages that are traced with abundant illustration 
at every point. During the early colonial days shoes were produced 
for home consumption only, either by the head of the household or 
by itinerant cobblers. By 1750 this home stage had merged into the 
handicraft stage in which the shoemaker dealt directly with his 
market. The coming of the Revolution, independence, and the 
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tariff greatly enlarged the market and transformed the business 
between 1760 and 1810 into a capitalistic industry undertaken for 
profits. From then on, though the domestic worker still made the 
complete shoe, it was a capitalist-merchant who supplied the tools 
and materials, and marketed the product. The discussion of this 
period throws much light on trade with the southern states, the West 
Indies, and South America, and investments in lands in Maine, or 
Texas, or Louisiana. Development from 1810 to the Civil War was 
marked chiefly by the rise of the central shop whose function was to 
cut stock, deliver it to domestic workers in their little shops called 
“ten-footers,” and to inspect work. This period, broken in two by 
the panic of 1837, also saw further specialization, standardization, 
the introduction of machinery, and the appearance of subsidiary 
trades. The increasing need of central supervision evolved the factory 
stage of production by the late 50’s. The closing chapter contains a 
review of the careers of a few typical shoemakers and sketches briefly 
the St. Crispin order, the origin of which the author believes was due 
to the failure of the shoe workers to realize the new problems and risks 
to the manufacturers involved in the new factory system. Miss 
Hazard has not extended her searching analysis to labor problems 
within the industry. They are touched upon only incidentally. It is 
noteworthy that there was no legislative struggle here as in England 
to prevent the capitalizing of the industry, because of the virtual 
absence here of the guild system (p. 27). 
AMELIA C. Forp 
MILWAUKEE-DOWNER COLLEGE 


The Evolution of Civilization. By JosEpH McCaBe. New York 
and London: G. P. Putnam’s Sons, 1922. 


It was to be expected that the success of Mr. H. G. Wells’s Outlines 
of History would arouse a host of imitators equally expert to make 
rough places smooth and equally ready to deliver a final judgment on 
everything from the amoeba to Napoleon Bonaparte. In a way the 
disciple has even improved on the master, for he offers a sort of elixir 
of Wells in the hope of a history of mankind which will almost go 
into your waistcoat pocket. Undeniably the neatness of the little 
volume is very impressive. With firm hand the author drags that 
boastful animal, man, from the metaphysical heights where he has 
delighted to linger and sets him down in the physical universe of 
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which he is an inseparable part; and then never once wavering in his 
purpose, almost with clenched teeth, certainly without a smile, he 
follows man’s struggle in the harsh and beneficient ambient of nature 
to the dawn of intelligence until, some ages beyond the dawn, in what, 
measured in the terms of an ordinary morning twilight, would be the 
earliest minutes of the day, he comes upon the successive civilizations 
which the erring creature has thus far achieved. The exposition is 
so seductively simple that it would be irresistible if it were not for one 
little difficulty. Mr. McCabe is very scornful of his historical pre- 
decessors of the professional type because of their tendency to be 
cautious, complex, and mystical. They have looked for trouble where 
there was none. They have made mountains out of mole hills. 
According to him the whole course of the human adventure is as clear 
as day the moment you consent to adopt his attitude and become 
“scientific.” But what is the “science” of the author? Certainly 
not the science of modern research, that is a method for the pursuit 
of an ever elusive truth, but rather it is the assertion of a truth already 
discovered of which he has the secure possession. 

Here lies the explanation of the extraordinary but deceptive sim- 
plicity of this sketch of the human movement. Mr. McCabe will 
not admit the shadow of a doubt that movement was from the begin- 
ning, concerned with anything else but the goal which it seems to 
him to have now attained, and which is substantially embraced by 
the concepts of science, democracy, pacifism, and unification. This 
is the essence of man’s story, this is the yardstick of progress through 
the ages. Armed with the same formula as his famous exemplar, 
Wells, he arrives naturally at very much the same results. It must 
be admitted, however, that he flourishes his wand more conscientiously 
than the capricious and temperamental novelist and that his product 
is more compact and consistent. But is anything less scientific and 
more metaphysical imaginable? Methedologically both of these 
English writers, for all their airs of innovation and rebellion, mark 
a reversion to the scholasticism of Thomas Aquinas, and the use of 
an antiquated method accounts for the attractive simplicity of the 
little book under review—a feature, by the way, peculiarly character- 
istic of the work of the medieval saint. 
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‘‘Unique in the literature of finance’’ 


The Financial Organization of Society 


By 
HAROLD G. MOULTON 


Professor Moulton has produced a conservatively stated, compre- 
hensive picture of our financial system as a whole, a new service 
to students of business administration. 

The book devotes six of its thirty chapters to money, one to 
foreign exchange, one to the nature and function of credit, and the 
balance to descriptions of industrial and financial corporations and 
their operations. 

As a basis of a general survey or introductory course in finance, 
Financial Organization of Society is especially adapted and should be 
of practical value to the investing public as well as to students 
of the subject. 
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Law and Business 
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Law as a form of social control is one of the many elements of the social environment in 
which the modern business man functions. The purpose of these three volumes is to introduce 
the student to the whole field of the law, giving him a working knowledge of legal phraseology 
and assisting him to visualize the relation of law and legal institutions to the structure of modern 
industrial society; to give him a practical knowledge of the legal devices which business men use 
in the administration of their affairs; and to make him aware of the definite limits within which 
business men must formulate their policies. 

As far as possible in these volumes the study of law is based on case materials that have 
been carefully selected with a view both to their pedagogical qualities and to their business 
content. Each case is accompanied by a series of problems or questions which serve to bring out 
the technical aspects, suggest corollaries, connect with past cases, anticipate problems in future 
cases, and encourage investigation of statutory changes in the common law and examination and 
drawing of forms. 


Vol. I. Introduction. 
Vol. II. Law and the Market. Law and Finance. 
Vol. Il. Lawand Labor. Law and Risk-Bearing. Law and the Form of the Business Unit. 


Cloth, $4.50, postpaid $4.62 each 
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The School of Commerce and 
Administration 


of the 
University of Chicago 


The curriculum of the School of Commerce and Administration is 
conceived in the belief that training for the task of the business adminis- 
trator should be in terms of the conditions imposed upon him by his 
environment, both social and physical. The first courses open up 
material in that field. 

Starting from this basis, the curriculum proceeds to an analysis of 
the business manager’s task in terms of the functional operations of the 
business unit. Such an analysis reveals problems of technology, problems 
of finance, problems of marketing, problems of risk, problems of person- 
nel, problems of adjustment to physical and social environment. These 
mutters are developed in a series of case and problem courses. 

Facilitating and aiding in the control of these business operations 
are such communicating and measuring aids as language, statistics, 
accounting, etc. ‘These control devices are made the subject of a group 
of courses coordinating with the other case and problem courses. 

* Upon this ground-work of a coordinated curriculum have been set up 
the advanced courses in Administration: the Manager’s Administration 
of Labor, the Manager’s Administration of Finance, the Manager’s 
Administration of Risk, Market Administration, Managerial Accounting. 
The graduate student will find in these courses and in the specialized 
courses developed within these several fields, ample opportunity for 
investigation along special lines. 

Assistantships and scholarships are available to students competent 
to carry on research or teaching, or to furnish some other form of educa- 
tional service. 


Further information with full description of courses, etc., wil! be sent on request to the 
School of Commerce and Administration 
The University of Chicago 
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Forms, Records, and Reports 
in Personnel Administration 


By C. N. HITCHCOCK 


gq Here is a careful selection of forms, records, 
and reports used by industrial establishments 
of great diversity, and presented by Mr. 
Hitchcock with a view to suggesting to the 
student of administration the kinds of infor- 
mation that have value in determining and 
carrying out business policies. 


1 The book is divided into seven main parts, 

corresponding to the larger phases of the 
work of a personnel department: organiza- 
tion, employment, training, health and 
safety, research and planning, miscellaneous 
forms, and finally a series of statistical 
reports for managerial use. 


“My examination of the book leads me to 
believe that it will serve a most useful 
purpose in connection with our work in 

thor and Personnel Management.” 
W. R. Gray, Dean of the Amos ‘Tuck 
School, Dartmouth Collee 


Paper, $1 postpaid $1.70 
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The Making of Index Numbers 


A Study of Their Varieties 
Tests and Reliability 


By 
IRVING FISHER 


This book is the outcome of 
studies proposed by Dr. Fisher 
in the March, 1921, number 
of the Quarterly Publication 
of the American Statistical 
Association. 

A complete treatise on the 
subject. 


560 pages; 120 illustrations 


Price, $7.50 
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Education for Business 





By 
LEVERETT S. LYON 


The objectives of this book are two: to ascertain the function of business 
education, and to examine the diffuse agencies of commercial training with a view 
to organization and more satisfactory division of effort. 

Its appeal, therefore, is to all who have an interest in business education, to the 
field as a whole or a special phase of it. Education for Business is at once a sur- 
vey and a method of approach. 


»+. a source book on commercial education, which will be of 
considerable value to those interested in this field of instruction.”’ 

I’, G. NicHons, the Graduate School of Education, Harvard 
University 


$3.50, postpaid $3.60 
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WORLD-ROMIC SYSTEM 


MASTERKEY TO ALL LANGUAGES 


PRIMERS, edited or selected by Ropert Morris Pierce, 16 languages, $1.94 postpaid, each 
language: Arabic, Chinese, Danish, Dutch, English, Scotch English, French, German, Italian, 
Japanese, Panjabi, Polish, Portuguese, Russian, Spanish, Swedish. 
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CHARTS, by Rosert Morris Pierce: four, each measuring (paper-size) 24 by 15 inches, and 
entitled respectively: Chart of the Universal Alphagam, Chart of the Organs of Speech, Chart of 
the French Alphagam, Chart of the Spanish Alphagam: folded and bound in paper 63 by 43 inches, 
37 cents each, postpaid; mounted on cloth and rollers, for use as wall-charts, $3.88 each, postpaid. 


DICTIONARIES, with pronunciations in World Romic, edited or selected by RoBERT Morris 
PIERCE: (unilingual) English, French, or German; (bilingual) French-English and English-French: 
$4.86 each, postpaid. 


PRONUNCIATION-TABLES, special alphagams, showing, in World Romic, the elementary 
sounds of 89 languages, edited by RoBERT Morris PIERCE, 30 cents postpaid, each language: 
Afghan, Albanian, Old Armenian, Bearnese (Arrens), Bearnese (Garlin), Bohemian, Bragancian, 
Brahui, Burgundian, Cantonese, Catalun, Charentese, Cumbrian, Dauphinese, Dubian (Bournois), 
Dubian (Pontarlier), Dutch, Emilian (Badi), Emilian (Bologna), Emilian (Novellara), Tuscan 
Emilian (Carrara), Tuscan Emilian (Gombitelli), Tuscan Emilian (Sassalbo), English, American 
English, British English, Scotch English, Middle English (Orm), Middle English (southern dialect, 
12th century), Middle English (East Midland, time of Chaucer), Old English, Finnish, French, West 
Frisian, Galician, German, Modern Greek, Aeginian Modern Greek, Cycladic Modern Greek, Lesbic 
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Gubbio), Umbrian (Rieti), Venetian (Grado), Venetian (Murano), Venetian (Triest), Walloon 
Liége), Walloon (Stavelot), Welsh, Yorkshire. 
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§ The most complete portable 
typewriter. Has complete 
standard keyboard and other 
“big machine”’ features. 


§ Small, light, simple and 
convenient—fits in case only 
four inches high. 

“ These surpassing features 
have made it the leading 
portable typewriter—in sales 
and popularity. 


Price, com plete with case, $60 
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A Joy and Benefit to Students 
and Lovers of Nature 


Please co-operate in the great work of 


THE AGASSIZ ASSOCIATION, Inc. 
Forty-seven years of effective service 


Science, Education and Humanity 


The Guide to Nature 


Monthly Illustrated Magazine 
EDWARD F. BIGELOW, Editor 





Subscription, $1.50 per year; single copy, 15 cents; 
three months’ trial, 25 cents 
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Remington Typewriter Company 
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Already Used in 23 Institutions 
and the List is Steadily Growing. 


Huntington & Williams’ 
BUSINESS 
GEOGRAPHY 


has been on the market onlv 
two months-—vet in this short 
space of time it has been adopted 
for classroom use in 23 institu- 
tions (since this copy was written 
the number has increased to 33). 
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Send for these books TODAY 
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